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FRIDAY, SEPTEMBER 14, 1951 


Concress or THE Unrrep Srares, Jornt COMMITTEE 
on Repvucrion or NONESSENTIAL FeperaAL EXPENDITURES, 
Wash ington, D.C. 


The joint committee met, pursuant to call, at 10:15 a. m., in room 
P-36, United States Capitol Building, Senator Harry Flood Byrd 
(chairman) presiding. 

Present: Senator Byrd (chairman) ; Representatives Doughton, 
Cannon, and Reed. 

Also present : Senator Homer Ferguson; John 8. Graham, Assistant 
Secretary of the Treasury, representing John W. Snyder, Secretary 
of the Treasury; and Elmer Staats, Assistant Director, Bureau of 
the Budget, representing Federick J. Lawton, Director, Bureau of the 
Budget. 

The Cuainman. The committee will come to order. 

Unfortunately, after this meeting had been scheduled, the Finance 
Committee called a meeting in order to complete the tax bill so that 
Senator George and Senator Butler are unable to be here for the 
beginning of the meeting, but they hope to come in later. Senator 
McKellar also hopes he may reach here before the meeting is too 
far along. 

Senator Bridges is out of town. Congressman Kerr is out of town. 
Mr. Taber is attending another meeting. 

The Secretary of the Tre: asury is represented by Mr. John S. 
Graham, and Mr. Elmer Staats represents the Director of the Bureau 
of the Budget. 

The purpose of this meeting is to consider means whereby Congress 
can reestablish its control over the budget. It appears to some of us 
that long-term commitments and authorizations, extending beyond 
the annual expenditure, have reached a’ point now where Congress 
has practically lost control over the current expenditures for any 
given year, and we have Mr. Magill here, who has had a great deal 
of experience in matters of that kind, to start the discussion. 

Later on we will have a representative from the Bureau of the 
Budget and the General Accounting Office and others, and make 
2 report to Congress on our findings. Unless there is some pre- 
liminary discussion by the members of the committee I will ask 
Mr. Magill to make his statement. 


STATEMENT OF ROSWELL MAGILL, PRESIDENT, TAX FOUNDATION 


The CHarrmMaAn. Mr. Magill, will you identify yourself and give us 
a background of your Government experience, please. 
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Mr. Macttt. My name is Roswell Magill, and my home is in West- 
port, Conn. I am president of the Tax Foundation, and I am a 
practicing lawyer in New York City. 

The CuarrMan. Be seated, sir. 

Mr. Macus. Mr. Chairman and gentlemen, I appear here this 
morning 

The CuatrmMan. Pardon me, Mr. Magill, but would you please state 
your experience with the Government ¢ 

Mr. Mac. Yes. I was Under Secretary of the Treasury in 1937 
and 1938. I appear here with a good deal of misgivings this morn- 
ing, because I, of course, am well aware of the fact that you gentle- 
men know a great deal more about the budget than I do or ever shall, 
end, furthermore, as you all know, my experience has been primarily 
in the field of taxes, rather than in the field of expenditures. 

When the Tax Foundation and the Committee on Federal Tax 
Policy commenced to work on this subject at the time the President’s 
budget message came out in which he said that we were about to 
spend something over $71 billion, and that additional taxes would be 
required in order to meet that total, we found ourselves in see 
agreement with the proposition that the budget should be balanced, 
and that we should raise enough revenue to balance the expenditures 
total because, as we thought, the alternative to paying these expenses 
as we go is inflation, and we have already had enough inflation to 
see how damaging and ruinous it is so far as our economy is concerned. 

Then when we began to go into the question of additional taxes we 
found, as you gentlemen already, I am sure, have found, too, how 
difficult, or indeed impossible it is to raise an additional $5 billion, 
$10 billion, or $15 billion on top of an already very great tax burden, 
without serious damage and danger to the economy. 

Indeed, I think all of us worry more or less about paying as we go. 
We are going to lose the very fight that we are trying to win. Conse- 
quently, we were driven to a consideration of expenditures, and there 
we came to the proposition that Senator Byrd has already spoken of, 
that it seemed that the possibilities of reducing expenditures in the 
present scheme of things was relatively restricted, to a great degree, 
and expenditures have gotten out of the control of Congress, so that 
the volume of expenditures which are really subject to annual review 
by the Appropriations Committee is, and the annual reductions are 
relatively small. 

Now, my associates have done a good deal more work on this than I, 
and if it comes to a question of detail I may want to call on them, but 
I would like, if I may, to present the general analysis that they have 
developed. 

I will then be glad to try to answer any questions which you might 
want to ask. I am encouraged, of course, by the President’s recent 
statement to the effect that the budget should be read and studied 
by every citizen, and while I cannot claim that I have read everything 
in the budget, or rather, read every figure in the budget, I at least have 
gone over it enough so that I think that these classifications which I 
shall present to you this morning are an accurate statement of the 
condition in which we find ourselves, 

From then on, the problem is, first, of getting these expenditures 
back under a controlled machinery, I will call it, and getting them 
back to where Congress can actually deal with them, and then, assum- 
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ing that Congress is determined to cut down expenditures, it can be 
done. 

At present it is very difficult or impossible to do, because so many 
things have been authorized and are not subject to an annual review. 

If I may, then, I will go through with this statement which, I 
believe, is before you. Attached to this statement are a series of tables 
summarizing the results that we are giving you. 

Our Government’s primary task in these uneasy years is to prevent 
extension of war and inflation. Either or both can ruin this Nation. 
The strongest bulwark against both is a sound economy. And a 
healthy economy in turn depends largely on how Government handles 
its paramount financial problem: To control fabulous expenditures 
so that they do not exceed not quite so fabulous revenues. 

Unless the Government can control its spending, the alternative is 
deficit financing or much higher taxes. The first—that is deficit 
financing—means defeat by inflation. The second—much higher 
taxes—on top of today’s unprecedented tax burden, will damage our 
economy, slow production, weaken us and thereby make general war 
more likely. 

Real expenditure control means improved operations and efficiency. 
More important, it means that Congress must have not only the 
power but the machinery to review annually each item in the budget, 
and to suspend or eliminate peacetime programs, no matter how desir- 
able, that have no place in our defense economy. 

Congress does not have that kind of control today. The Committee 
on Federal Tax Policy has just completed a study of Federal expendi- 
tures, which is in this brown booklet which you have in front of you. 

To our surprise and amazement, we found that, out of the Presi- 
dent’s budget of $71.6 billion, only about $24 billion is clearly and 
definitely under annual congressional review and control. A break- 
down of this total finds Congress controlling less than $5 billion of 
domestic nonmilitary expenditures and $19 billion of military inter- 
national expenditures. 

It is obvious, then, why all the talk about economy in Government 
results in so little actual reduction in expenditures, because the amount 
which Congress can control, or the amounts, are relatively small. 

Control of the remaining $47.6 billion is split. Some of it is con- 
trollable annually by the Executive. Some is controlled by circum- 
stances affecting programs, such as the number of needy aged or the 
number of veterans eligible for benefits. Some consists of more or 
less uncontrollable expenditures such as interest on the public debt, 
or payments to trust funds, claims, et cetera. 

This startling state of expenditure control inspired our committee 
to recommend what we call the “clean slate” approach to Government 
spending. We proposed that Congress regain annual control over 
expenditures by suspending all authorizations to spend Government 
funds, except for the military, interest on the public debt, and such 
others as examination discloses should not be disturbed. We further 
recommended that, after such suspension, the Bureau of the Budget 
should be directed to present alternate expenditure programs for the 
resent fiscal year, which would reduce total spending by $7 to $10 
billion. 

If I may here insert a portion out of this longer report, I would like 
to incorporate that in this statement: 
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The history of efforts to reduce expenditures is discouraging. The 
story of waste and extravagance in many Government operations and 
the continual growth of the total spent for the various special pres- 
sure groups has been spread forth on the record. Often when a new 
budget is presented at the beginning of the year, there are emphatic 
and undoubtedly sincere protestations of determination to accomplish 
positive economies. ‘Time after time when the final record is in, it 
turns out that the reductions are not as big as we hoped for. Time 
after time, other unbudgeted items of expenditure have offset some or 
even all of the savings so laboriously accomplished. 

There are many practical obstacles to effecting reductions. The 
President says he 1s powerless because of some law passed by Congress, 
The Congress has very little staff of its own for investigation; it says 
it is helpless because of noncooperation on the part of the Executive 
in carrying out cuts effectively. Both cite pressure from the public 
against the specific cuts proposed. Opposition is often instigated by 
various groups of one kind or another interested in and affected by the 
particular items, sometimes under the guidance and promotion of 
publicity staffs or other paid employees of the Government depart- 
ments. Experience emphasizes that teamwork is needed in cutting 
through the various obstacles. It is impossible for either the Presi- 
dent, the Congress, or the public to do a real job alone without the 
help of the others. 

Since the individual citizen feels he can do very little to reduce these 
billions of dollars, he tends to become apathetic. «He feels unprepared 
to pass on the reasons for the various expenditures, listed in millions 
or billions of dollars. These sums are too large to understand clearly. 
The real facts concerning the need for them are beyond his informa- 
tion and knowledge. Yet, a prerequisite for expenditure reduction 
is the realization on the part of people in all economic groups that 
unnecessary expense cannot be tolerated, even if it means giving up 
pet projects. 

May I return to our recommendations a little later, after reviewing 
the data that shows the present state of expenditure control. In the 
attached tables, the tax foundation has taken the 1952 expenditure 
program proposed in the Executive budget and identified the extent 
to which Congress has lost annual control through the appropriation 
process. The tabulations give the details, based on such information 
as is available. We suggest that the Budget Bureau, the General 
Accounting Office, and the Treasury Department review them, if you 
so desire, and report to your committee any modifications or explana- 
trons they may find necessary. 

The summary table (see p. 8) that is, the first table, distributes the 
budgetary expenditures of the Federal Government for fiscal 1952 into 
two major groups: Expenditures relatively uncontrollable, and ex- 
penditures relatively controllable through the annual congressional 
appropriation process. The first group is then broken down into six 
subgroups, according to the factors influencing annual controllability 
of those items by Appropriations Committees. Tables 1 to 8 present 
the detailed breakdown of the expenditures in each group and sub- 
group, the first six detailing the relatively uncontrollable expenditures 
and the last two showing relatively controllable expenditures. 

Now we go to the individual tables. Table 1 (see p. 9) shows 
expenditures from obligational authority of prior years. These $34.5 
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billion of expenditures are, for all practical purposes, beyond the 
control of the Appropriations Committees. They are the result of 
appropriations and other authorizations already granted and already 
obligated. These expenditures take place as a matter of course as 
payment is made for goods and services for which the Government 
is committed. 

In other words, half of the present budget is beyond actually any 
effect of control in any given Year. 

Table 2 (see p. 10) 1s the first of five tables 

The Cuamman. Let me interrupt you, Mr. Magill. Do you as- 
sume, then, that an authorization is equivalent to a commitmentt Of 
course, that is not always true. 

Mr. Magu. No; that is not always true, but the staff analyzed 
that on the basis, as I understand it, that these commitments were, 
in effect, made, that they expended—— 

Representative Reep. It is a sort of a moral obligation ¢ 

Mr. Maciiy. Yes. 

The Cuatmman. Well, when appropriation bills are before us, it 
is argued that a moral obligation is involved; but when the basic 
legislation authorizing the program is before us, it is argued only 
authorization is involved, and appropriations are not mandatory. 
Actually, once a program is authorized, the pressure on Congress and 
the Appropri: itions Committees for money in incre asing amounts is 
tremendous, isn’t that right, Mr. Cannon ? 

Representative Cannon. But, of course, the mere fact that an ex- 
penditure is authorized does not mean that the Committee on Appro- 
priations must make the expenditure. The Committee on Appropri: - 
tions is frequently confronted with the insistence that because the 
House has just voted an authorization, the committee must appro 
priate the money. Our answer is “No,” that an authorization is merely 
a potential expenditure and we do not have to appropriate for it 
unless in the opinion of the Committee the e rg gy is warranted. 

The Cuarrman. As a matter of fact, though, is it not true that 
nearly all authorizations, are finally followed by appropriations ¢ 

Mr. Maa. Yes; that is true, because the opinion in the House 
which brought about the authorization is then in turn exerted on the 
Committee on Appropriations and, as you say, as a matter of practice, 
that usually follows, but not necessarily. 

The CaarrmMan. Thank you. 

Mr. Macuu. As I understand it, most of these expenditures we are 
concerned with here, are going to be made from balances of funds 
granted in prior years. That takes up the greater part, and that seems 
to be $30 million out of the 3414. 

Table 2 (see p. 10) is the first of five tables covering expenditures 





made under existing programs in which the annual amounts are rela- 
tively uncontrollable because of commitments or formulas or other 
specifications in authorizing legislation. Table 2 deals with contribu- 
tions to trust funds, payments of claims, and payments required by 
treaties and international agreements. These expenditures total a 
little over $1 billion and by their nature, they are obviously beyond 
the annual control of the Appropriations Committees. 

Table 3 (see p. 10) is “Expenditures under permanent and indefi- 
nite authorizations.” ‘This includes expenditures whose size are mostly 
dependent on factors outside the control of Appropriations Commit- 


90490—5 1 2 
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tees. Instead, they depend largely on the amounts collected or re- 
quired to be spent under contractual arrangements or definite 
legislative commitments. In this table, the expenditures are class.fied 
into permanent indefinites, permanent definites, and annual indefi- 
nites. Of the $7 billion total the largest item is interest on the public 
debt. Another large item is the post-office deficit, which appears at 
the end of that table. 

Table 4 (see p. 12) lists expenditures’ under “open-end” programs. 
This $5 billion item consists mostly of aid programs—agricultural 
aid, State aid, aid to veterans. Almost invariably the amounts of 
these expenditures are dependent on formulas set forth in basic legis- 
lation, and on economic conditions. The Appropriations Committees 
may estimate differently from the Budget Bureau with respect to these 
programs, but eventually the amounts spent will depend on the for- 
mula and the number of persons or instances requiring the application 
of the basic formulas. 

For example, the Budget Bureau may estimate that 2,000,000 veter- 
ans will receive Government aid to go to school ; the Senate Appropri- 
ations Committee may reduce this estimate to a million. The money 
to be spent on the program, however, depends on the actual number of 
GI recipients, whether it is 1 million or 2 million or, as can happen, 3 
million. 

Table 5 (see p. 13) shows a fourth type of expenditure largely de- 
pendent for its specific amount upon authorizing legislation and 
economic conditions. These are the net expenditures of Government 
enterprises, which are influenced to a very small degree by Appropria- 
tions Committee control over administrative expenses. The gross 
disbursements and receipts of the Government enterprises are de- 
pendent upon basic legislation and upon economic events requiring 
disbursements and reimbursements aie the various programs. The 
negligible role of the Appropriations Committees in this area is indi- 
cated by the fact that gross disbursements for fiscal 1952 are estimated 
at over $4 billion, while net expenditures included in the Federal 
budget wash out to minus $219 million. 

The Carman. That is largely because of the fact that these are 
paid in and paid out ? 

Mr. Maar. That is right. 

Table 6 (see p. 14) is “Other relatively uncontrollable expendi- 
tures.” 

This serves as a catch-all for items not listed in tables 1 through 5. 
The expenditures in table 6 similarly depend for their amount on 
formulas, events, and circumstances largely beyond the control of the 
Appropriations Committees. 

Tables 7 and 8 show the second major group: Expenditures under 
relatively controllable programs. These total $23.8 billion. 

Table 7 (see p. 15) lists the domestic, nonmilitary categories of 
expenditures under relatively controllable programs. These are 
divided into two parts: Those under proposed legislation and those 
under existing legislation. The former are definitely under control 
of Congress since substantive legislation needs to be passed before the 
Appropriations Committee can act. Because of the nature of the 
penis rc under existing legislation, the oa Commit- 
tees can determine the specific amounts that should be spent each year. 

Table 8 (see p. 16) lists the military-international categories of 
controllable expenditures for 1952. Annual control of this area by 
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Congress may be questioned as not realistic because of lack of informa- 
tion upon which to base judgment. Nevertheless, Congress has con- 
trol so far as procedures are concerned. 

The significance of these tabulations lies in the fact that expendi- 
ture control means tax control. Without actual control over ex- 
penditures, Congress cannot prevent taxes from rising, unless we are 
to go into an inflationary tail-spin. If Congress can reduce Federal 
spending by regaining the control it should have over expenditures, 
it can halt the disturbing expansion of the tax burden. 

When the Committce on Federal Tax Policy started a year ago to 
consider how additional revenue might be raised, we were shocked 
to discover how close we have already come to the limit of tolerable 
taxation. Experience in a half-dozen countries has shown that when 
the Government begins to take more than 25 percent of the national 
income, inflationary forces set in and the economy slows down. In 
valendar 1950, all Government in the United States took about 29 
percent of the national income, a figure which was arrived at by the 
Joint Committee on Internal Revenue Taxation. 

Even if we assume 2 higher level of national income this year and 
next, the tax increase in the bill now under consideration will raise the 
Government take to about 32 percent. 

Moreover, whatever the value of these calculations, you gentlemen 
know better than anyone that it is most difficult to find any new 
source of revenue that is not subject to the gravest objections. When 
sales taxes on common articles get up to 80 percent (cigarettes) and 
a 20-percent sales tax is common (admissions, luggage, telegrams, 
“ameras), when surtaxes have progressed to such an altitude that a 
special section must be inserted into the tax bill to prevent some 
individuals from being required to pay in taxes more than their total 
income—then it is certainly time to reexamine the expenditures that 
make the taxes necessary. 

In presenting these data on expenditure control, we do not wish to 
suggest that facilities of control will by themselves be a panacea for 
all our fiscal problems. All the control in the world will do no good 
if Congress does not want to cut expenditures, and that, in turn, of 
course, means that the people do not want the expenditures cut. 

But, conversely, all the enthusiasm in the world to cut expendi- 
tures—and Congress has evidenced much of this lately—avails little 
when it is discovered that Congress has annual control over only a 
little more than a third of expenditures. 

The tabulations I have just reviewed demonstrates the need for im- 
mediate action if Congress is to recapture control of expenditures 
for the coming fiscal year. We recommend, therefore, 

1. That Congress consider immediately those features of Senate 
Concurrent Resolution 27 which aims to establish congressional con- 
trol of expenditures in the annual appropriations bill. 

2. That Congress employ the “clean-slate” approach to appropria- 
tions. This means that Congress should suspend all spending author- 
izations except for the military and interest on the public debt. It 
should then restore those expenditures vitally necessary in the present 
defense situation. After such suspension, the Bureau of the Budget 
should be directed to submit an alternate expenditure budget for fiscal 
1953 which does not exceed estimated revenues for that year. 








8 ANNUAL CONTROL OF THE FEDERAL BUDGET 


3. That, since the problem of maintaining congressional control 
over expenditures is a continuing one, your committee initiates a 
thentnel study of the problem to find the best long-term solution to 
the present lack of control. (Your committee would need, of course, 
all the help it could get from well-trained staffs of technical advisers. 
The Committee on Accounting established by the Budget Bureau, 
General Accounting Office, and the Treasury should be asked to help 
along with such outside analysts as the committee deems useful.) 

At present, no one even seems to be sure just where responsibility 
for control of expenditures should lie. Congress must make this de- 
termination so that responsibility is fixed. 

Somehow, we must produce more goods than we ever produced be- 
fore, to meet defense needs on top of our expanding civilian economy. 
We must not throttle our productive machine with taxes. We must 
maintain the value in the dollar. We can do all this if we will estab- 
lish the same control over fiscal affairs that we have already brilliantly 
established in the fields of scientific research and physical production. 
We are taking advantage of available time to prepare our physical 
defenses for the dark days that may lie ahead. Our atom bombs and 
tanks and planes accumulate. But our fiscal defense, as evidenced 
in something as basic as expenditures control, sags badly. There may 
not be much more time left. 

Thank you. 

(Mr. Magill furnished the following tables for the record :) 


Summary table—Federal budget expenditures, by factor influencing annual 
congressional control, fiscal year 1952 
[Millions] 


Factor F-rpenditures 
a 










Total $71, 504 
Relatively uncontrollable expenditures 47, 830 
Expenditures from obligational authority of prior years * $34. 516 

2. Contributions to trust funds, payments of claims, and payments required by 
treaties and international agreements 1, 140 
Contributions to trust funds and other retirement payments $1, 024 
Payments of claims 
Payments required by treaties and international agreements 116 
3. Expenditures under permanent and indefinite authorizations 4, 517 
Permanent indefinite authorizations 75. O83 
Permanent definite authorizations 9 
Annual indefinite authorizations 525 
4. Expenditures under “‘open-end”’ programs 5 O10 
Agricultural aid Se 48 
State aid (including payments to persons by States 4 41.402 
Aid to veterans 53, 525 
Other ‘ 
;. Expenditures of Government enterprises ¢ 
f Other relatively uncontrollable expenditures ‘G47 
Relatively controllable expenditure 2 ThA 
7. Domestic, other than military 4, 837 
Proposed 1.110 
Other 03 797 
8. Military and international 18, 927 
Military services progran 15, 632 
International security and foreign relations 3, 205 
Each succeeding group contains only those expenditures which have not already been included under 
ther preceding Ip é 
2 Including 1952 expenditures from 1952 appropriations for liquidation of contract authorit 
Inclucit 3 rant programs representing implied commitments to States which can b legally 
ntrolk ial appropriation process 
‘ Inet f int programs representing implied commitments to States which can be 
l lly nnual appropriation process 
§ Includ epresenting implied commitments to States (for administering veterans’ 
programs ntrolled through the annual appropriation process 
6 Not anrorsiation eantre 
? Net ar 2 obligational authority: gross disbursemen ts estimated for fiscal year 1952 amount 
to ss receipts are estimated at $4,401 million, leaving net expenditures of $219 million for 
fice: 
8 In nillion of t programs representing implied commitments to States which can be 
legall mtrolled thror t nnual appropriation process 
® Including $798 million of programs representing implied commitments to veterans which can be legally 


lu 
controlled through the annual appropriation process. 














ANNUAL CONTROL OF THE FEDERAL BUDGET 9 
TABLE 1.—Federal budget expenditures from obligational authority of prior 


years, fiscal year 1952 


| Millions) 





From auth 


Organization unit and appropriation titk saan wake bal nen of uppropria 
otal | appropriate: ds eee 
fund nte iquidation 
seeaednall . " ¥ coutract 
— —— oe wuthority 
pr \ i 
Total $34, 516 $270 $30. 192 $4. 054 
Legislative branch 10 10 
The judiciary I l 
Executive Office of the Pre lent 2 2 
Funds appropriated to the President 
Economic Cooperation: Foreign A tance 1,199 1,199 
Expenses of Defense Pr 100 300 


Mutual Defense A tance 2 0 2 456 44 
Other 9 F 235 

Independent offices 

I Atomic Energy Cor 





Salaries and expense 340 340 
Other gOS 905 
Export-Import Bank Washington 76 76 
Federal Civil Defense Ad: tration 70 70 
National Advisory Commit f Acronautic 25 25 
R mists on } ‘ ( y ry 2 
Veterar L1dmin 
Hospital and dom facilitic 29 22 
Othe 571 571 
| Other 16 16 
Federal Security Agence 
Grants to Stat irvey ul I i construction 2 9 
Grants for hospital con iction if 11¢ 
Other 200 0) 
General! Services Administrat 
Strategic i alt 80) a0 
Other 1, 320 ! a) 
Hou ind Home Fir vA 
hel ch r y ’ i t t i ‘ 
I ral Nat il M I 
{ t Stat Hou A 130 
Other é < 
Dep ent Agriculture 
Ru k trif \ { 
Con lity Credit ( 1 2 
Othe iv ] 
Department of ( nerce 
Cc Aeron Ad I 
Fstablist nt of i ties 12 12 
Federal-aid p . Federal Airp 





Federal-aid postw 40) 420 
Forest highway 2 25 
Other 135 135 
Department of Defense 
Military funetion 24, 510 22, 000 2, 510 
Civil funcetior 7 tO7 
Depa ! {the Inter 
RB lle Power Ad ( struction 
operation, and I intenatr 21 21 
Other 178 178 


Department of Justic il ll 
Cepartment of Labor 14 14 
Lepartment of State 
Treasury Department 105 105 | 

All other 147 118 165 
Reserve for contingenci 5 





§ Deduct, excess of repayments ] tions over 
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TARLE 2.—Contributions to trust funds, payments of claims, and payments re- 
quired by treaties and international agreements, fiscal year 1952 


[Millions} 





1952 budget estimate 








| 
| 











Expenditures 
. . | 
Organization unit and appropriation title | 1952new | 
obligational | Out of 1952 
authority | new obliga- 
Total tional 
| | authority 
Total. __.. a Oe $1, 150 $1, 194 | $1, 140 
Contributions to trust funds and other retirement payments 1, 026 1, 024 1, 024 
Civil Service Commission 
Payments to Civil Service retirement and d disability | | 
fund ‘ ; .| 320 | 320 320 
Annuities under spec jal acts _. -| 3 | 3 3 
Railroad Retirement Board: P: ayment to Railroad Retire- | 
Oe | 646 | 646 646 
Federal Security Agency “Transfer to OASI Trust Fund 
on account of deceased veterans of World War II 4/ 4 
Department of Labor: Employees’ compensation fund 31 29 29 
Department of State: Payment to Foreign Service retire- | 
ment and disability fund : 5 5 | 5 
Treasury Department: Coast Guard, retired pay........-| 17 | 17 | 17 
Payments of claims mi soa 51 eo ee 
Department of Commerce: C laims, Federal Airport Act ae eS ——saaneae 
Treasury Department: Payment of certified claims ninhentadal 50 |-----+-----2-= 
Payments required by treaties and international agreements 124 | 119 116 
Department of Agriculture: International Wheat Agree- 
ment ; 77 77 77 
Department of State: 
Contributions to international organizations . - - | 31 | 20 20 
International Boundary and Water Commission: | | 
Construction Rastsgslnbbwaanees 16 13 10 





TaAs_e 3.—/aependitures under permanent and indefinite authorizations, fiscal year 

















1952 
[Millions] 
1952 budget estimate 
Expenditures 
Organization unit and appropriation title 1952 new 
| obligational | | Out of 1952 
| authority | new obliga- 
Total =| "tional 
| | authority 
cm 
Total. —_ acagqnennen poncecsucconsseoess | $7, 219 | 7, 033 $6, 517 
| i ES 
Permanent indefinite authorizations - --- si 6, 064 | 6, O64 | 5, 983 
Independent offices, Railroad Retirement Board: | 
Railroad Unemployment Insurance Administration | 
Fund (special account) . - | 10 10 7 
Federal Security Agency: Office of Education, Promotion | 
of Vocational Education, Act, Feb. 23, 1917. -.......-- 7) 7} 7 
Department of Agriculture: | | } 
Forest Service: —— } | 
Expenses and refunds, brush disposal (special 
account). ... . . ied ‘ 1 1 
Payments to States and Territories from the | | 
National Forest Fund (special account) -_- 10 | 10 | 10 
Roads and trails for States, National Forest Fund 
(special account). 4 4 4 1 
Production and Marketing Administration: | 
Removal of surplus agricultural commodities | 57 | 7 - 
Removal of surplus agricultural commodities J 


(excluding grants to States) ......... . 16 | 18 | 17 
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TasLe 3.—Hapenditures under permanent and indefinite authorizations, fiscal 
year 1952—Continued 








{Millions} 
1952 budget estimate 
a — 
| Expenditures 
Organization unit and appropriation title | 1952 new 
obligational | Out of 1952{ 
| authority | Total new obliga- 
, tional 
authority 
Permanent indefinite authvrizations—Continued 
Department of Defense: 
Civil functions (Department of the Army) | 
Cogps of Engineers: Payments to States, Flood | 
ontrol Act, June 28, 1938, as amended (special | | 
account) $1 $1 $1 
The Panama Canal: Postal funds, Canal Zone 
(special account) a 1 1 | 1 
Department of the Interior | 
Bureau of Indian Affairs | 
Acquisition of land and loans to Indians in Okla- 
homa, act June 26, 1936 (special account) 
Claims and treaty obligations . ° 
Indian arts and crafts fund (special account) = = 
Operation and maintenance, etc., power systems, 
irrigation projects (special account) 
Bureau of Land Management 
Payment to counties, Oregon and California 
grant lands (special account) 5 4 4 
Payment to States from receipts under Mineral 
Leasing Act (special account) 15 12 12 


Bureau of Reclamation: Colorado River Dam fund, | 
Boulder Canyon project, payment of interest on 
advances from Treasury (special account) - 5 5 5 
Fish and Wildlife Service 
Administration of Pribilof Islands (special ac- 
count) 2 1 1 
Federal aid in fish restoration and management 


(special! account) 2 1} | 
Federal aid, wildlife restoration (special account) 17 19 12 
Migratory bird conservation fund (special ac- 
count) 4 4 . 
Office of Territories: Alaska Railroad Special Fund | 
(special account } 18 22 15 
Treasury Department 
Fiscal Service, Bureau of Accounts: interest on unin- 
vested trust funds. . . | 5 5 5 
Interest on the public debt ) 5, 800 5, 800 5, 800 
Interest on refunds = | 92 92 92 
Permanent definite authorizations _. | 6: 443 | 
Federal Security Agency: Office of Education, colleges for 
agriculture and the mechanic arts 3 3 3 
Housing and Home Finance Agency: Office of the Admin- | 
istrator, slum clearance and urban redevelopment | 100 
Department of Agriculture: Extension Service, coopera- 
tive agricultural extension work......... | 5 5 
Department of Commerce 
Bureau of Public Roads 
Federal-aid postwar highways - - } S00 | eT 
Forest highways . 20 a Misaecbecan . 
Department of the Interior: Bureau of Reclamation: | 
Colorado River Dam fund, Boulder Canyon project, 
payments to States of Arizona and Nevada (special | 
account) 2 a . . . 1 1 1 
Annual indefinite authorizations _- > ; 526 526 525 
Federal Security Agency | 
Food and Drug Administration: Salaries and expenses, | 
certification and inspection services (special account) -| 1 l 1 


Social Security Administration: Salaries and expenses, 
Bureau of Federal! Credit Unions | 1 1 l 
Department of Agriculture 
Farm Credit Administration: Administrative expenses | 


and refunds (special account) - - 2 l i 
Forest Service: Eueneeibes range improvements (re- 
ceipt limitation) (special account) 1 1 1 
Post Office Department: Deficiency in the postal revenues, 
at rates prior to proposed postal rate increase 521 521 §21 





! Represent implied commitments to States which can be legally controlled through the annual appropria- 
tion process. 
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TABLE 4.—Erpenditures under open-end programs, fiscal year 1952 
{Millions} 
| 1952 budget estimates 
Expenditures 
Organization unit and appropriation title 1952 new 
obligational Out of 1952 
authority Total new obliga- 
tional 
authority 
Total $5, 405 $5, 611 $5, 010 
Agricultural aid 72 70 48 
Department of Agriculture: Production and Marketing 
Administration, Sugar Act program 72 70 48 
State aid (including payments to persons by States) 1, 766 1, 604 1, 402 
Independent offices: Federal Civil Defense Administra 
tion 1 258 1 107 1107 
Federal Security Agency | 
Office of Vocational Rehabilitation 123 123 123 
Social Security Administration: Bureau of Public 


Assistance 1, 300 1, 300 1, 108 

Housing and Home Finance Agency: Public Housing | 
Administration, United States Housing Act program 
Annual contributions 15 15 15 

Department of Labor: Bureau of Employment Security, 
unemployment compensation and Employment Service 





xiministration 170 1159 149 
Aid to veterans 3, 532 3, S75 3, 525 
Independent offices: Veterar Administration 
Compensation and pensions | 
Compensation 1, 435 1. 535 1, 535 
Pensions 604 (iM HiO4 
Other s4 M4 M4 
Readjustment benefit 
Education and training 21,117 21,414 21,117 
Other 95 120 U5 
Military and 1 il insurance 6 6 6 i 
National service life insurance 67 67 67 
Veterans’ miscellaneous benefits 24 45 17 
Other 35 62 35 
Independent live Tennessee Valk Authority, pay- 
ments in lieu of t 3 
Department Commerce: Maritime activities, operat- 
35 59 3S 


ing-differential subs 


‘omrmitments to States which can be legally controlled through 


i Grant prograt resenting implied ¢ 
the annual anpropriation process 
2 Includes $7 million representing implied commitments to States for administering veterans’ programs 


which can be legally controlled through the annual appropriation process 
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TABLE 5.—Ecpenditures of Government enterprises not subject to annual 
appropriation control, fiscal year 1952 





[Millions] 
1952 budget estimates 
Organization unit and program | 
Gross dis- | Gross | Net expendi- 
bursements | receipts tures 
J ae eatin sseduiinanin npeinininiagabiedle $4, 182 | $4, 401 —$219 
Independent offices: | | 
Reconstruction Finance Corporation: } 
Public agency loans pabdeantiiniwetownive ——e 3 5 25 
Loans to railroads, ete ee onal 2 7 —5 
Business loans and guaranties ‘ a . 235 145 90 
Aids to prive ste financial institutions.._....---..----_- 3 ll | —8 
Catastrophe loans ‘ oo docaneantey . 1 3 . 
Aids to private housing. ........... ra 22 oe —s 20 —” 
Loans for civil defense oases ee a f wedee 65 
Tin, fiber, and rubber production aunisin sauel 514 559 —43 
Administrative expenses, ete........- " sell 40 66 — 26 
Tennessee Valley Authority: Checking account (net).__- 06 | 108 —12 
Export-Import Bank of Washington......- owen 245 169 76 
Housing and Home Finances Agency: 
Office of the Administrator 
Slum clearance and urban development...... ......- 77 12 65 
Alaska housing ‘ 11 8 } 
Housing loans to educational institutions. ___- ‘ 36 — | 6 
Federal National Mortgage Association..............- 203 733 — 530 
Loans for prefabricated housing a 8 4 4 
Home Loan Bank Board: Federal Savings and Loan 
Insurance Corporation ‘ Se 15 —15 
Federal Housing Administration: “Checking account (net) |..------ sani 5 —5 
Public Housing Administration 
United States Housing Act program: Checking 
account_. win | 189 328 139 
Public war housihg program Ruption ad 33 58 —25 
Veterans’ reuse housing program leitahon " l 2 l 
Department of Agriculture 
Office of the Secretary: Disaster loans revolving fund... 23 | 24 -1 
Federal Crop Insurance Corporation 20 22 —2 
Commodity Credit Corporation: Price-support, supply, | 
and purchase programs; net advance to Bureau of | | 
Animal Industry for eradication of foot-and-mouth dis- | 
ease; International Wheat Agreement | 2, 243 1, 990 23 
| | — 23 
| | 38 
Federal Farm Mortgage Corporation. | 1 11 —10 
Production credit corporations } 1 | 4 —3 
Department of Defense: Panama Canal Company | 82 74 
Department cf the Interior: Virgin Islands Corporation check- | | 
ing account ‘ 4 2 2 
Department of Justice: Federal Prison Industries, Inc__. | 16 | 18 | —2 
Department of State: Institute of Inter-American Affairs... __| Bh cece ----| 1 


90490—51——_3 
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TaR_e 6.—Other relatively uncontrollable expenditures, fiscal year 1952 


[ Millions] 





Organization unit and appropriation title 








1952 budget estimates 











Total 


Federal Security Agency 
Office of Education 
School construction. . 
Education of children on Federal property and in areas 
especially affected by Federal activities: Mainte- 
nance and operation of schools 
Colleges for agriculture and the mechanic arts_......- 
Vocational education 
Public Health Service 
Control of venereal disease 
Control of tuberculosis : 
Disease and sanitation control, Alaska... 
Hospital construction 
National Cancer Institute 
Mental health activities ; 
Operating expenses, National Heart Institute. 
General public hes alth assistance 
Water pollution control 
Social Security Administration: Maternal and child wel- 
fare dame ’ 
Department of Agriculture: 
Research and Marketing Act of 1946: Cooperative projects 
in marketing.__. 
Agricultural Research Administration: Agriculture experi- 
ment stations. ° 
Forest Service: State and private forestry cooperation. 
Production and Marketing Administration 
Conservation and use of agricultural land resources 
National school-lunch program. 
Extension Service: Cooperative agricultural extension 
work. 
Department of Commerce: Civil Aeronautics Administra- 
tion, Federal-aid airport program ........................... 
Departme nt of the Interior: Bureau of Indian Affairs 
District of Columbia: Federal contribution 








Expenditures 
1952 new ] 
| obligational Out of 1952 
| authority new obliga- 
| Total | tional 
authority 
$792 | $830 1 $647 
| = es | ee ———_ 
| 
| 50 76 | 7 
i 
28 | 23 | 2 
2 2 | 2 
| 20 2 | py) 
10 10 | 10 
6 | 6 | 6 
1} 1 | i 
75 | i. aor 
| 4 3 | 3 
3 3 3 
2 2 | 2 
| 14 14 | 14 
1 1 1 
| | 
‘| 38 33 3 
| 
| 1 1 1 
| 
| 12 12 12 
ms 10 10 10 
310 304 251 
| 83 83 83 
27 27 27 
| 
21 46 3 
ieanniained Sees 55 
12 12 12 





1 Grant programs representing implied commitments to States which can be legally controlled through 
the annual appropriation process, except for conservation and use of agricultural land resources ($251 million) 


and Bureau of Indian Affairs ($55 million). 
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TABLE 7.—Federal budget expenditures under relatively controllable programs, 
domestic, other than military, fiscal year 1952 
[Millions] 
Expenditures 
1952 new in 1952 
Organization unit and appropriation title obligational out of 1952 
authority authoriza- 
tions 
,, eee mS pcddesbbskeochensecee vanbosenast ae $9, 061 $4, 837 
Proposed legislation: Appropriated funds_...........- pabbenaeneteaeneth 2, 682 1,110 
Funds appropriated to the President: | 
CORD IOI cn cs cnccencsccceses as ; , 1, 200 700 
Economic stabilization and allocations __. betes a 330 300 
Defense housing, community facilities and services... ...-.- cuniiiaes 15) 100 
Federal Security Agency: 
General aid to elementary and secondary schools... ................. 300 290 
Aid to medical education and local health services - sedan 35 30 
Department of Defense, civil functions: St. Lawrence seaway and power 
Static ncieen anne when capi guiieaaiainied - on . 20 15 
Departme nt of the Interior: Bureau of Reclamation, Hell’s Canyon 
power ~~ Denqpececasasaces o50cencseeegsesnesscoassuepeuescess< coc] 8 | 6 
Post Office epartment: Deduct ine rease in postal rates —361 | —361 
Authorization to expend: Independent offices, Export-Import Bank of | 
Washington. cbcbodhgaunts : : gue o 1, 000 30 
Other: ' Appropriated funds ousiimeaine sb lehwisisnedweaines ' 6, 379 , 727 
Legislative establishment___- stuhunaebnaeanéee : ane 68 54 
ES ET TS a a ay a bemaa os , 26 25 
| Executive Olfice of the President .............- ‘ Nebiminedios ae 6 | 4 
Independent offices: 
Atomic Energy Commission LSS TE see a ES 870 | 32 
Civil defense on ehoveddcnenccadsetdaoos jee _— 192 | 88 
General Accounting acre siti entettinaded PEPER EES: 32 2 
Veterans’ Administration 
Medical, hospital, and domiciliary services... scien niieatalanten 2 659 2591 
LS SS PR Pe ee ook ipbschndeGnbused | ie 2 235 2 07 
Tennessee Valley Authority. -_- : SS ee 249 | 249 
Federal Security Agency Hosp itals and medical care......._........--- 30 28 
General Services Administration: Operating expenses... __ babies deities | 114 105 
Department of Agriculture: 
Agricultural Research SENT oenenewseeescessces-e~cone= | 94 | 87 
Forest Service_...... ee Se ‘ ‘ 59 | 51 
Soil Conservation Service jade mare jaddeukae . owl 55 51 
Farmers Home Administration...............................- 30 | 27 
Department of Commerce 
Civil Aeronautics Administration. ..._- i + 2 Sa OS 142 | 105 
Maritime activities... dnasacsoncedel 22 19 
Department of Defense, civil functions: Corps of E ngineers............-.| 624 352 
Department of the Interior 
Bonneville Power Administration .....................---..--.... 54 2 
IOI, id non cdddantmakdbousdddedacendpeanabeda 251 164 


Office of Territories....___- SRL SR et 37 25 


Department of Justice: 





Legal activities and general administration........._....._.__.. 2 31 | 29 
Federal Bureau of Investigation............. sna ee ae | 64 | 61 
Immigration and Naturalization Service.......... addbadidodentin 37 32 
Federal prison system .................... s aipendrneiiiedl heameee 25 | 23 
. | Ries ener ley 31 | 29 
Treasury Department: 
Bureau of the Public Debt........................ 53 | 47 
Bureau of Customs: Salaries and I 7 38 | 36 
Bureau of Internal Revenue: Salaries and expe a 256 | 239 
Coast Guard. ...-- Saibignddediddiinaagtbibthstnwtdntddeheabons 180 | 154 
ESE AEE SOL TST ae OO Me 876 | 600 
Authorizations to expend: 
Housing and Home Finance Agency: Slum clearance and urban rede- 
teint onc ccecesncatunctdagunandeecceactpsocccessscces . DP lesmacdeunesen< 
Department of Agriculture: 
Rural Electrification Administration..............................- 109 20 
Farmers’ Home Administration: Loans and farm housing....._.__- 153 | 140 
Commodity Credit Corporation...................... Slants ‘ 427 ciliates aon 








! Enacted or recommended, or proposed for later transmission under existing legislation. 
2 Represents implied commitments to veterans which can be legally controlled through the annual appro- 
Ppriation process, 
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Tasie 8.—Federal budget expenditures for the military and international under 
relatively controllable programs, fiscal year 1952 























[Millions] 
ene 
Expenditures 
ie ‘ . 1952 new in 1952 
Organization unit and appropriation title obligational | out of 1952 
| authority authoriza- 
tions 
etek... cians $70, 890 | $18, 927 
Military services program Re ey NE Ee PEN RES Oe 60, 971 | 15, 632 
Department of Defense, military functions........ " Re OER ee 60, 000 15, 490 
General Services Administration, stockpiling...........................- 820 20 
National Advisory Committee for Aeronautics.......................... 68 45 
Selective Sérvice ait ‘ 50 45 
Emergency fund for the President . 25 24 
ae — iinet Mba eiias ecestheninditeiadstical s 
International security and foreign relations —~ fosiibiainisincictsth 9.9'9 3, 295 
Mutual assistance, military and economic... sabe er 9, 500 000 





Department of State | 
Ee ee ee re ee ee nal 77 60 


International information and education... :. 115 80 

Government in occupied areas —- 5 he — 3x 2 

Other | 5 25 
Department of Defense, civil functions: Government and relief in occu- 

pied areas : esis ieciins . 150 100 

‘ ae : piedeeiecaueonipne veneees | 12 10 


Other 





The CHarmman. And Mr. Magill will be glad to answer any 
questions. 

I would like to state that Mr. Charles E. Wilson, testifying before 
the Finance Committee, estimated that, for the year beginning July 1, 
1952, the expenditures on a cash basis would be approaching $85 bil- 
lion; and, with the new tax bill, the estimate of revenues, I think, will 
be about $67 billion or, maybe, $68 billion, depending upon whether 
you use the House or the Senate committee version. So, there is a 
prospect of having a deficit, the largest that we have had, except in 
World War II. 

And that is for the fiscal year beginning July 1, 1952, the next fiscal 
year. 

Representative Dovenron. Your estimate, Mr. Chairman, that we 
are faced either with a substantial increase in taxes or with deficit 
financing in the near future? 

The CHarrman. Beginning July 1, 1952, in a very large way. I 
think the chairman of the Ways and Means Committee will agree with 
me that it is impossible to raise $15 billion or $20 billion more from 
taxes now and still preserve our private-enterprise system. 

Representative DovecHtron. I don’t believe that, speaking only for 
myself, as one member of the Committee on Ways and Means, I would 
not know where to find any great amount of additional revenue, other 
than would be produced by the present law and the tax bills that are 
now under consideration, which will amount to approximately $67 
billion, or possibly a little more. And that is if the economy of the 
country remains on the same level. 

Even if we could report a bill or bills substantially increasing the 
amount, I doubt if we could possibly get it through the House of 
Representatives. If we bring out this bill, in the first place, I don’t 
know where our committee could find it ; and, if we did, I don’t believe 
that we could get the approval of the House in support of the action. 
Do you, Mr. Reed? 
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Representative Reep. I feel the same way. I have just been home, 
and it is surprising to find the resistance you hear about taxes. This 
thing is occurring, and I think you have all had this experience, and 
it is almost daily that income-tax-paying persons come into my office 
and tell me they are taking a long vacation, and they say, “We are not 
going to work 3 months for the Government; we are going to take a 
rest.’ 

Young fellows declare, “I don’t want to earn any more, because, if 
I do, the Government will take it.” 

So, they would rather stay in the lower brackets. Now, that is a 
dangerous thing; that feeling. 

Of course, Congress very largely, on the floor, as we all know, re- 
acts to that sentiment at home. The thing I feel most, as far as 1 am 
concerned about the whole situation, is this inflation that I have 
noticed right here in your fine statements here on page 7, and you have 
just one short sentence which says, “We must maintain the value in 
the dollar.” 

But are we maintaining the value in the dollar? That is the question 
right now, from $37 currency billion up to $180 billion expansion since 
1933, that is watering down the purchasing power of currency and, of 
course, that is one of the causes of inflation; and this other item I 
speak of is the resistance to production. When you put on controls, 
you eventually have less production. Production is a remedy against 
inflation that we are not encouraging by imposing controls. 

Now, I think we have got a very serious situation when you consider 
these facts. I do not have the figures, but I think there is $136 billion 
invested in United States bonds, and the people at home are talking 
about how much they are diminishing in purchasing power, and they 
are beginning to feel uneasy about the bonds that they have bought. 

Then you have all those people with money invested in life insurance, 
some $60 billion, and they say, “Well, my gracious; that is getting 
down to an almost 50-percent reduction in purchasing power.” Now, 
I hear so much of that talk at home. Pessle are somewhat informed 
and worried about it; therefore, they don’t want heavier taxes as their 
incomes are reduced in purchasing power. 

The Cuamman. And the reason they don’t want it is because it has 
taken so much of their income that they really will not be able to 
preserve our system of free enterprise, and under the new tax bill re- 
ported by the Senate committee, which has been somewhat slightly 
modified from the House plan, corporations would pay, I imagine, 
more than two-thirds of their net income in taxes, and any individual 
making $1 over $80,000 would pay 90 cents out of every dollar over 
$80,000, and half or more of the $80,000. 

I think that, on the Finance Committee, we feel that we have scraped 
the bottom of the barrel with this tax bill, and not only that; I think 
a very great hardship will be done by this tax bill, if it is passed, on 
certain individual businesses and on a great many people. 

I know that our committee feels, as Mr. Doughton feels, that there 
is no way we can bring in another large tax bill under any orthodox 
method of taxation. You would have to go to some other method of 
taxation, which would perhaps be of the most serious consequences to 
our business economy. 

Representative Dovenron. The chairman is a member of the Com- 
mittee on Finance and knows the difficulty that Finance has with try- 
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ing to raise additional revenue through increased taxation from new 
sources of revenue. With the limited knowledge that I have on the 
subject, it would seem to me that the Appropriations Committee in 
the Congress has well realized that, if we authorize an appropriation 
of more money for the fiscal year 1952, very much more money, and 
with the recent tax laws, the increase would be accounted for in a tax 
bill that we expect to pass soon, and even with this new tax bill it will 
amount to only $67 billion; it is certainly going to be deficit financing. 

The Cuarrman. Yes, by a large amount. 

Now, I would like to ask Mr. Staats, who represents the Bureau of 
the Budget, if he confirms the statement made by Mr. Wilson that, 
— July 1, 1952, our cash expenditures will approximate $85 

illion. 

Mr. Sraats. Mr. Chairman, I believe it was the Budget Bureau’s 
estimate that you refer to, the $85 billion. 

The Cuarrman. Yes; I think the Bureau of the Budget and Mr. 
Wilson gave it to us. 

Mr. Sraats. That being to the best of our ability, after discussin 
the military expenditures with Mr. Wilson and the Department o 
Defense. 

The Caiman. Military appropriations have been increased. 
Would that have any bearing on the cash expenditures? 

Mr. Staats. It will have in the fiscal year 1953. 

The Cuarman. And it might actually be more than $85 billion? 

Mr. Sraars. That is correct. The $5 billion added by the Senate, 
if approved by the Congress, will have a very, very considerable 
effect. A great share of that $5 billion, I think, is contemplated to 
have been spent in fiscal 1953. There will be very little of it con- 
templated for expenditure in fiscal 1952. 

Senator Ferevson. About half of that in 1952? 

Mr. Staats. A little less than that. 

The Cuarrman. That will last for at least several years; that was 
the testimony. 

Mr. Sraarts. As I understand it. 

The Cuarman. And then you expect a moderate decline after 2 or 3 
or 4 years, but nobody can tell what the future holds. 

Mr. Sraats. I think it should be understood that the purpose of 
that $5 billion is to provide for procurement, contemplating an in- 
crease in the size of forces which is not embraced in the $5 billion, 
but which would have to be added to it in the budget year 1953. 

The Cuamman. The $85 billion to $90 billion level will certainly 
be continued for several years, so far as you now know? 

Mr. Sraats. In the statement which we submitted to the Finance 
Committee, we indicated that the build-up in the total forces now 
contemplated would have been fairly well accomplished by the second 
quarter in the calendar year 1953; and, assuming that the inter- 
national situation did not worsen at that time, it was contemplated 
that it would be possible to reduce the expenditures for the Department 
of Defense beginning at that time. 

Representative Cannon. Approximately how much? 

Mr. Staats. Well, the statement which we presented, Mr. Cannon, 
to the Senate Finance Committee, indicated that it would scale down 
beginning in the second quarter of calendar 1953, down to a point 
where, assuming that the nonmilitary expenditures remained about 
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what they are of $20 billion, roughly, that we would be down to about 
$65 billion level for the total budget on a continuing basis which we 
would achieve at the end of the fiscal 1954. 

Of course, you realize that these had to be very rough estimates; 
but, if you assume the continuing carrying charge of around $65 bil- 
lion in fiseal 1955, we roughly approximated with the staff of the 
Senate Finance Committee to be about a $75 billion figure in fiscal 1954. 

The Cuatrman. That is right. 

Mr. Staats. And that has to be a very rough figure. 

The Cuatrman. Of course, these expenditures go down very slowly 
after they have once been established, and if we should embark on a 
great enlargement of the Air Force it is possible there will not be any 
reduction of these figures ? 

Mr. Sraats. They would certainly affect any estimate that we pro- 
vided at that time. 

I want to underscore again the roughness of the figures; but, in 
order to be as helpful as we could to the Senate Finance Committee, 
we felt that we should forward them our best estimate for the fiscal 
years 1953 and 1954. 

I think you have to underscore very much that the estimate de- 
pended on a lot of different factors. 

Representative Cannon. How do our rates of taxation compare 
with those of France? 

The Cuarrman. Mr. Graham, could you answer that ? 

Mr. Graham is representing the Treasury Department. 

Mr. Grauam. I think Mr. Magill has probably made more of a 
study of the world system than I have, Mr. Chairman. 

The Cuarrman. I hear that the French don’t pay their taxes very 
carefully and regularly. 

Mr. Granam. I will make this observation, Mr. Chairman: that, 
as you know, there have been representatives here this week of the 
International Bank and Monetary Fund, and I had occasion to talk 
with some of them about the tax systems, and it appears that those 
Governments are putting through increased tax programs to cover 
their portions, or at least some portion, of the defense program. 

The CuHarmman. Are they collecting the taxes, though? 

Mr. Granam. That, sir, I would not attempt to pass on. I would 
not attempt to pass on their enforcement program, but I was thinking 
particularly 

The Cuarrman. I thought you might have some figures per capita, 
or percentage of national income. You have not got that 

Mr. Grauam. I do not have anything with me, sir. 

Representative Cannon. You say you have no information? 

Mr. Grauam. I have nothing with me today, sir. 

The Cuarrman. I think that would be very interesting, if we could 
have the Treasury present the figures from the other major countries 
of the world on the basis of national income, per capita, or whichever 
is the best comparison he can make. 

Representative Cannon. It is the general impression that the rate 
of taxation in England is materially higher than it is in the United 
States. 

Representative Resp. Forty percent is what they are paying now. 

Mr. Maar. I think that Mr. Stam of the joint committee has some 
of those figures. 
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The Cuamman. We would like those compiled, Mr. Graham, for the 
purpose of the record. 

Senator Fercuson. I am wondering whether the ECA would not 
have all the figures on the tax structures of the various countries? 
They must have looked into that when they were going into the 
financial figures. 

Mr. Mae. I would think that they have the figures, Senator. 

Mr. Sraats. I am sure that they do have that figure. 

The Cuarman. Well, we would like to have that furnished to Mr. 
Cannon; then, we would like to put it in the record. 

Mr. Granam. Yes, sir. 

(The information requested is as follows :) 


The following table shows the percentage of the national income taken by 
taxes in a number of foreign countries. The figures are the most recent available, 
and generally apply to fiscal years ending in 1951. As an aid to interpreting the 
significance of the figures, a partial breakdown of the tax revenues is shown. 
The percentage figures shown should be considered as a general order of magni- 
tude, rather than precise measurements of the relative burdens of the taxes 
collected by the governments of the various countries. The data from which 
the percentages have been compiled, particularly the national income estimates, 
vary considerably from country to country in accuracy and completeness of 
coverage. Furthermore, comparison between countries is made difficult because 
of such things as differences in the proportion of governmental expenditures 
met through taxes, and the amount and kinds of services which the various 
governments perform. 


Estimates of tag receipts as a percentage of national income, selected countries, 
ecntnd year r ending 4 1951°* 





} 
Belgium | Canada | Denmark} France | Iceland Italy 

















Tax receipts including social insurance 24.3 27.8 22. 5 32.8 | L 27.3 
Social insurance 5 .8 9 7.8 | 6.3 
Tax excluding social insurance ‘ 23.8 27.0 21. ¢ 25.0 : 21.0 
Central government 22.9 19. 6 14.4 21.2 24.8 14.6 
Local government 9 7.4 7.2 3.8 ; ‘ 6.4 
—_—— —— ———_————— ——=_— a an is 

Nether- y ie ee United hits 

.~ Norway Portugal Kingdom | Philippines 

— —EE SD a | —— 

Tax receipts including social insurance 39.7 36. 2 11.9 | 41.6 | 9.2 
Social insurance 1.5 2.9 2.1 4.1 | 
Tax excluding social insurance PALE. 38.2 33.3 | 9.8 | 37.5 | 9.2 
Central government - 32.0 22.7 | 6.6 | 34.4 8.1 
Local government ; 4 6.2 10. 6 | 3.2 3.1 | 11 





! The fiscal year end date varies among countries from December 1950 to June 1951. Data used for tax 


receipts of the central governments represent in many cases budget figures rather than actuals. For local 
governments and insurance taxes, the data were used which were closest to the fiscal year of the central 
government and represent in most cases estimates or projections based on available data for earlier years. 
Social insurance data represent the contributions paid by employers, employees, and self-employed to 
government social-insurance agencies. National income data in general are national income at factor costs 


and are estimates based on official reports. 
I 


Source of data: Economic Cooperation Administration. 


The Cuarrman. Mr. Graham, do you have any questions or com- 
ment as to Mr. Magill’s statement or about the estimate of the revenue 
for the next fiscal year and the following fiscal year? Take the Sen- 
ate and House tax bill as reported and divide it up and see how it 
comes out. What would be the revenue next year, in your judgment, 
for this present fiscal year and the following fiscal year? 

Mr. Grauam. We think, for the purposes of your discussion here 
today, that the estimates which you have cited are approximately 
correct. 
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The Cuatrman. Sixty-five billion dollars or sixty-six billion dol- 
lars¢ Well, it is very nice to plan that, once you get these expendi- 
tures up on a very high basis, then you are going to cut them down, 
but we are not in actual war; we are in a threatening war, and if some 
act is committed by Russia they may, instead of spending $85 billion, 
spend $100 billion ; and this level may keep up for an indefinite period. 
Nobody knows how long. 

Representative Resp. Senator Byrd, if I may interrupt you, you 
have done a magnificent job in pointing out the expenditures which 
you regard as rather unnecessary expenditures. Have you any recent 
figures in regard to the increase 1n the personnel of the various depart- 
ments of the Government ? 

The Cuairman. Mr. Bell, could you give us a statement on that ? 

Mr. Bex. It has increased, but I would rather give the figures to 
you after I have checked them. 

The Cuarrman. The personnel is now approximately two and a half 
million? It was one and seven-tenths million at the postwar low 
point. 

And we are adding at the rate of how many ? 

Representative Reep. That is what I want, how many are we adding, 
and is it necessary ¢ 

The Cuarrman. The military is supposed to add more than 300,000. 

Representative Rerp. I mean outside of the Armed Forces. 

The CHarrman. That is the civilian personnel. I think we are 
approaching certainly a 3 million civilian personnel. This compares 
to 1.7 million after the last war. And it compares with 900,000 before 
the last war, about 1940. We are adding approximately, as I under- 
stand it, about 1,000 a day since March 1950. Of course, most of that 
is in the military, but they are civilian employees, and we are not 
counting the armed services, those in uniform. 

I would predict that within a year, or a little longer, we will have 
3 million civilian employees drawing an average of about $3,500, at 
present pay rates. That would run considerably over $10 billion, 
just, for that item alone. 

Representative Reep. Do you think that hoarding or stocking up 
is necessary ¢ 

Representative Doueutron. Don’t you think, Mr. Chairman, that 
instead of the Director of the Budget or the administration telling 
us what we must spend, that Congress should tell the administration 
what we can and should spend ? 

The Cuarrman. Yes, 1 do; yes. The purpose of this meeting is 
to try to devise the ways and means whereby Congress can do that. 
We are now greatly handicapped by the method of authorization and 
long-term commitments and different kinds of appropriations. 

Mr. Magill, can you make a statement as to how many kinds of 
appropriations there are? 

Mr. Macua.. Well, there are probably six or seven, I am told by 
Herbert Miller, the director of the Tax Foundation. 

The CuHatrMANn. Will you give us that list, Mr. Miller? 

Mr. Mirirr. Well, several of them are listed here. You have 
permanent indefinite, you have permanent definite, annual definite, 
annual indefinite, to liquidate contract authorizations; you have some 
that have certain individual strings tied to them, because of the basic 
legislation that is involved. 

90490—51——4 
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The Cuarrman. Any you have open-end appropriations, too? 

Mr. Miter. Yes, exactly; you have open-end appropriations 
which—well, no one knows what they are, in accurate dollars. 

The Cuamman. Would the Treasury or the Budget furnish for 
the committee a definite statement as to the different kinds of ap- 
propriations and explain what they are? 

Mr. Sraats. I think that the budget could supply that information 
for the committee. 

The Carman. And how they could be controlled, and so forth? 
I imagine the members of the committee would like to question Mr. 
Magill. He has made a very important statement here and laid down 
some principles that are very vital. We are trying to restore the 
power over appropriations to the Congress. 

Senator Ferguson, we are pleased to have you visit with us; do 
you have any questions? 

Senator Fercuson. Well, I do not have. I am greatly concerned, 
though, with the problem that we are facing. It is very difficult to put 
it on a pay-as-you-go basis, I think. 

The Cuamman. Mr. Cannon? 

Representative CANNon. We have been making every effort, as the 
Senator knows, in the last year or two, to require all agencies to come 
in and make an annual accounting, and then to provide such appro- 
priations as the changed situation warrants, rather than to continue 
these indefinite appropriations. 

Of course, you realize the difficulty of such a proposition. 

The Cuatrman. Yes; there is a terrific resistance to the reduction 
of any appropriation, but when you are circumscribed by these dif- 
ferent laws, it gives those who oppose a reduction an added weapon 
to fight with. In other words, they say that it has been authorized 
and we are obligated. Yet when authorization bills are before us 
we are told, “This means nothing, it has no legal binding effect when 
the appropriation comes up,” and then when you try to cut it below 
the authorization they argue that we are under a moral commitment 
to follow it through. 

These authorizations are not made by the Appropriations Com- 
mittee, but they come out of legislative committees which, by asso- 
ciation at least may have special interest, or partiality to the particu- 
lar thing that they are dealing with, which is only natural. The A 
propriations Committee then has to deal with the appropriations in 
the light of what legislative committees have authorized. It seems 
to me that is one of the great weaknesses in our procedures. 

Representative Doucntron. The authorization is where the trouble 
starts. 

I would like to say this, Mr. Chairman, that I believe the distin- 
guished chairman of the Committee on Appropriations, and Mr. Can- 
non, the distinguished ranking minority member, Mr. Taber, do and 
are making an honest and earnest effort to hold down appropriations, 
but sometimes, the same as the House, it gets out of their control. 
do appreciate the effort they are making, both of them, to hold down 
appropriations to a reasonable level. 

‘he Cuatrman. I want to add my word of appreciation to that, 
too, because they have done very fine work and have done better 
work than the Senate has done, although some of us have tried to 




















ANNUAL CONTROL OF THE FEDERAL BUDGET 23 


eee the cuts made by the House. We are not always able to 
oO it. 

Senator Fercuson. I would like to say that I think we are at a 
disadvantage in the Senate, in that on the appropriations they come 
over from the departments to have put back in anything that has 
been taken out by the House, or taken from the House, and they exert 
all of their efforts upon the restoration of that amount, which takes 
practically all of the time of the Senate committee on that item alone. 

Now, that is a very difficult job and, as Mr. Cannon knows, we face 
this task of having so many committees in the House and so many 
in the Senate that determine the amounts, and then we are practically 
forced to appropriate to cover that amount that is authorized. 

The Cuarrman. On that point, Senator Ferguson, I would like you 
to express an opinion about the single-appropriations bill, reported 
by the Rules Committee, that will come up before the Senate next 
week. 

Senator Frercuson. Of course, I feel that is the one way, to see the 
entire picture at one time as we go along, but when we take them in 
order and have them passed out to conferences, and so forth, we are 
not seeing the total expenditure or the appropriated amount at one 
time in relation to our national income. 

I think today that if we had one bill on the floor, and could see this 
picture that has been presented here today, we could really make re- 
ductions in that bill. I feel that way about it. 

Representative Cannon. When the bills are brought on separately 
it is impossible to judge the impact of the proposed appropriation on 
the national economy. They can frequently secure unwarranted ap- 
propriations, which they would not get if the full picture was before 
them at the time. 

Senator Frercuson. They get additions here and there, and they say, 
“Tt is only a few million dollars,” and that is given to them, and then 
you finally have an amount which you cannot meet with taxes. 

The Cuatrman. Senator Ferguson and Mr. Cannon, you are both 
on the Appropriations Committee isn’t it true, that under the present 
system of having 12 or more bills, that there is no way to tell where you 
stand at any given time? Some bills are in conference, and some of 
them are passed by one body, the House, and have not been passed 
by the Senate. You cannot strike a balance sheet. The Finance Com- 
mittee made an earnest effort to find out what our commitments would 
be so we could meet them, and we could not find that out. We had 
all of the various appropriation bills in a different status, some in 
conference, some only passed by one body, and others in some other 
status. There was no way of determining at any given time the obli- 
gations of the Government. How can you balance the budget unless 
you know what the expenditures are going to be. If you don’t know 
what expenditures will total, how can you decide intelligently what 
taxes should be levied ? 

Senator Frereavson. I agree with the chairman that that is abso- 
lutely true. 

The Cuaimrman. Now, another thing that I think deserves condem- 
nation is the effort of the different agencies in the Government to use 
the franked mail at Government expense to incite people to bring 
pressure on the representatives of Congress not to reduce these expend- 
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itures. Mr. Cannon knows about it. He was telling me before the 
meeting of an instance—that is being done generally all over the 
country. They have programs over the local radio stations and they 
say, “Write to So-and-so,” when they try to reduce the subsidy, and 
you get a high pressure on Congress, and it comes from the Govern- 
ment itself, Sed’ the cost is paid out of Government funds. That is 
not the proper function of any department of this Government, to 
indulge in an activity of that character. 

Senator Feravson. The chairman attempted to take off 25 percent 
of that pressure by cutting the so-called public relations expendi- 
tures in these various bills, by 25 percent, and that is in most of the 
bills, but that really does not reach the problem at all. The problem— 
could I have a moment 

The CHarrman. Yes. 

Senator Fereuson (continuing). I think the problem is that it is 
not the public relations office, but it is everyone in the department 
who is put on the job of pressuring, of seeing that these appropriations 
are kept up and increased, not only the public relations department. 

The Cuarrman. Mr. Staats, do you have a statement to make about 
Chis—s general statement in regard to changing the method of proce- 
dure? 

Mr. Sraats. No; I do not have, this morning, Mr. Chairman. It 
was our understanding that you would like to have the Bureau come 
back before this committee later. 

The Cuarrman. I know that you will be able to furnish this com- 
mittee with basic material. You think it is a very important question, 
do you not? 

Mr. Sraats. I do, sir, and one thing that I do think, or would like to 
say is, that as far as any help that we can provide the committees of 
Congress, in terms of the estimates of the cost of the proposed legisla- 
tion, the matter you referred to a while ago, we will be most happy 
to provide assistance, and we have so written the committees of Con- 
gress who have asked for our views on that subject. I do think that 
that is one of the important aspects of this problem. 

Senator Frerevuson. I wanted to thank the department for their 
work on that, as one of the sponsors of that legislation, as well as the 
chairman. But so far we have not been able to get it through Con- 
gress, but that, I think, would solve many of our problems. 

The Cuamman. Does the committee approve going into this ex- 
haustively? Evidently we do. We intend later on to have the Bureau 
of the Budget and the General Accounting Office and other agencies of 
the Government to testify. 

I think that is one of the basic questions that has got to be im- 
proved upon if we are to effect any substantial economies. 

Mr. Reed, do you have any questions to ask Mr. Magill? 

Representative Reep. Not a question exactly, and I don’t know, 
but I supposed I aroused the ire of my good friend Representative 
Cannon one day on the floor, and I think he thought that I was criti- 
cizing him, but I was not; I was not criticizing his group at all. In 
fact, I have a great appreciation for the hard and effective work he 
does. 

I have had this clearly in mind and never got anywhere with it: I 
believe the Government could spend very windy almost any amount of 
money, even up to a billion dollars, if they could in some way have in 
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the departments and bureaus of the Government a person who would 
just be objective in finding out to what extent they are padding the 
approach to the Appropriations Committee. Now, I know from 
good, honest, hard-working people in some of these departments that 
tell me if they were to eliminate half of their force, they could do more 
work, and they also say that much of their time is spent several months 
before they are to go before the Appropriations Committees to build 
up their case for a larger appropriation. 

Then you have another thing, and that is, if they do have a great 
deal of money they will try to spend it all before they come in and 
ask for more, rather than have it go back into the Treasury, and then 
be criticized when they come in asking for money because they did 
not use what they asked for the previous year. 

Now, I only drop that as a thought. I think, sooner or later that 
will have to be done, because it is human nature to these people to 
build up their case, and they do it. 

Another thing that I think is wrong in the Government, and that is 
that a person is rewarded for not having fewer people under him, but 
by getting a large staff, and the larger it gets the larger his prestige, 
and I think that is all wrong. 

Now, I just leave those thoughts as I have observed them over a 
period of years. 

The Cuairman. Mr. Doughton. 

Representative Doucuton. I have no questions. I appreciate very 
much the interesting and illuminating statement given. It has been 
very helpful. 

Mr. Maeiti. Thank you, sir. 

Representative Doucuron. I do not have anything that I want to 
say myself this morning. 

The Cuarrman. Is there any further discussion ? 

Mr. Graham, do you have a statement you would like to make? 

Mr. Grauam. I have two questions that I would like to ask Mr. 
Magill. 

The Cuarrman,. Very well. 

Mr. Grauam. Doctor, you referred to this printed pamphlet, and 
I note that it is dated in 1951. I think you said that it had just 
been recently completed. Do you have an approximate date of when 
this was completed ? 

Mr. Macriiz. Let me ask my associate. When did this come out? 

Mr. Hersert Miter. That came out in March of this year. 

Mr. Maaerii. They tell me in March 1951. 

Mr. Granam. March 1951. Thank you. 

Now, the second question, on page 2 of your prepared statement 
you asked permission and received from the chairman permission to 
read an excerpt from the pamphlet ? 

Mr. Mac. Yes. 

Mr. Granam. You did not identify the page number. 

Mr. Maat. I appreciate your speaking of that. It is on page 29. 
It is the smaller print, the double-column material on page 29. 

Mr. Grauam. Thank you, sir. That is all I have to ask, Mr. Chair- 
man. 

The Cuarrman. Mr. Graham is Assistant Secretary of the Treasury. 
Would you like to make a statement of any kind ? 
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Mr. Granam. No, sir. I am glad to have the opportunity to rep- 
resent the Secretary here today. As you know, he has notified you 
that he is tied up with this international meeting of the bank and 
fund. 

The Cuarrman. Yes, I know. I would like to have some comment 
from the committee as to how far we should go into this investigation 
to try to develop some kind of a plan and recommendation as to what 
should be done. What do you think, Mr. Cannon? 

Representative Cannon. I do not think we can have too much 
light, Mr. Chairman. 

The Cuarrman. What is the feeling of the committee? Is the 
feeling of the committee that we should go through with further 
hearings? 

Representative Reep. Yes, sir. 

The Cuarrman. And formulate some report? 

Representative Reep. Yes,sir. And I wish to thank you, Senator, 
for the opportunity of coming here today. It has been very, very 
informative. 

The Cuarmman. If there is nothing further we will stand adjourned 
until the next meeting. 

(Whereupon, at 11:15 a. m., the committee was adjourned. ) 
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WEDNESDAY, SEPTEMBER 26, 1951 


Concress OF THE UNITED STATES, 
Jornt ComMmMirree ON REDUCTION OF 
NoNESSENTIAL FepEeRAL ExreNnpITURES, 
Washington, D.C. 

The joint committee met, pursuant to notice, at 10: 10 a. m., in room 
P-36, United States Capitol Building, Senator Harry Flood Byrd 
(chairman) presiding. 

Present: Senators Byrd (chairman) and Butler; Representatives 
Doughton, Kerr, Reed, Cooper, Taber, Cannon, and Frederick J. Law- 
ton, Director, Bureau of the Budget. 

Also present: John S. Graham, Assistant Secretary of the Treas- 
ury, representing John W. Snyder, Secretary of the Treasury. 

The Fortaienan The committee will come to order. 

For the benefit of the members of the committee who were not pres- 
ent at the last meeting, this meeting is a continuation of the hear- 
ings opened on September 14 on the subject of Federal expenditure 
control. Many of us think—and I think it is very obvious—that 
the Congress has lost a large measure of control over annual expen- 
ditures. In the previous meeting the Honorable Roswell P. Magill, 
former Under Secretary of the Treasury, speaking as a representative 
of the Tax Foundation, presented to the committee a statement of 
findings by that organization indicating the increasing difficulty of 
controlling Federal expenditures. 

It is the belief of this committee that no man living can speak with 
meer authority on this subject than the Honorable Lindsay Warren, 

Jomptroller General of the United States. He has been a watchdog 
of the Treasury, and I think history will record him as our best and 
most able Comptroller General. 

We must devise ways and means to so fix the laws and the regula- 
tions that we can have control of the expenditures. Consideration 
of this subject is the purpose of these hearings. 

The first witness will be the very able and distinguished Comptroller 
General of the United States, the Honorable Lindsay C, Warren. 

Mr. Warren. 


STATEMENT OF LINDSAY C. WARREN, COMPTROLLER GENERAL 
OF THE UNITED STATES 


Mr. Warren. Mr. Chairman and members of the committee, I wel- 
come the opportunity to tell you gentlemen some of the things more 
than a quarter century in Washington has taught me about congres- 
sional control of public funds. For practically the entire period I 
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have been closely associated and deeply concerned with the subject, 
first as a Member of Congress, and for the past 11 years as Comptroller 
General. 

I especially welcome your invitation to come here, Mr. Chairman, 
because you have been a stanch advocate and tireless worker for 
economy in Government. I have long admired your unwavering, if 
sometimes thwarted, efforts to reduce expenditures on a Government- 
wide front. American taxpayers are fortunate in having such a 
stalwart friend. 

I want to pay high tribute also for your part in the enactment of 
the Government Corporation Control Act of 1945. The Byrd-Butler 
Act has been a tower of strength in the fight to obtain legislative 
control over Government funds and property. The number of Gov- 
ernment corporations in which Government funds are invested has 
decreased from over 100 to only 53, and millions of dollars of funds 
that were in the hands of the corporations have been paid into the 
Treasury. 

I need remind no one here that legislative power of the purse is 
the basic fiscal policy of our constitutional system of checks and bal- 
ances. Checks by the Congress, and by its agent, the General Account- 
ing Office, are means of enforcement of that power. 

there is no denying the power has been weakened. Seldom has there 
been any direct frontal attack. Instead, there has been a constant, 
insidious gnawing and whittling away at its vitals. Primary respon- 
sibility for this state of affairs must rest squarely where it belongs— 
on the Congress itself. 

I do not mean to imply that it is all the fault of the Congress. I 
know the bitter frustration felt by Members trying to get adequate 
information on the needs of programs and results of their operation. 
The General Accounting Office is exerting every effort to make such 
information available to the Congress. Recognizing that knowledge 
is power, the joint accounting program is already working to give 
Congress more accurate, complete, and timely financial information. 
This program, in which the Secretary of the Dienairy and the Direc- 
tor of the Bureau of the Budget joined with me, 1s an important 
means to strengthen legislative control of public funds and property. 
I might add that all of the departments and agencies are cooperating. 
The first need is for full disclosure of the Government’s financial 
dealings for the Congress, full disclosure for the President, and full 
disclosure, if you please, for the taxpayers. 

Of course, you know and I know that neither this nor any other 
rogram alone can guarantee complete congressional control of pub- 
fic funds. During the past 10 or 15 years a great deal of legislation 
has been passed which, bit by bit, has had the effect of leaving execu- 
tive agencies free to do what they will in their spending actions. My 
very first annual report to the Congress, covering the fiscal year 1941, 
included special reference to legislation giving administrative officers 
too great authority over expenditures. Dozens of instances have been 
recited in later reports. While some of that legislation was tem- 
porary, and some of the instances once cited have come to be standard 
practice, the point is that to the extent Congress enacts such laws it 
relinquishes its control of public funds and little by little gives away 
its great patrimony. Sometimes misunderstanding is to blame, an 
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honest mistake is made, or sorely pressed Members lack time for full 
study of a measure. More often, the cause may be misrepresentation 
or blandishments of persons interested more in the spending than in 
the mending of the public purse. But sometimes it comes from dis- 
interest or inattention, right in the Halls of Congress. 

Among the more effective expedients for eluding appropriation 
control has been the financing of programs by borrowing from the 
Treasury. During the war this method was utilized to finance many 
activities including subsidy and loss programs to a very great extent. 
All that Congress could do was to appropriate the amount finally 
spent or to cancel indebtedness to the Treasury for the programs. 
For instance, Congress was forced into a rubber-stamp approval of 
RFC expenditures for war and reconversion tad. ge to June 30, 1947, 
by authorizing the cancellation of notes payable to the Treasury in the 
amount of $9.3 billion plus accrued interest. The Congress found it- 
self in a situation where it had not approved or placed specific limita- 
tions in advance on programs or activities contemplated by it. In my 
audit report on the RFC for the fiscal years 1946 and 1947 it was 
pointed out that the withdrawal of funds from the Treasury in this 
manner circumvents the appropriation procedure, and it was recom- 
mended that in the interest of financial control by Congress the RFC 
and other Government corporations should be financed from appro- 
priated funds. Incidentally, the current version of the Defense Pro- 
duction Act authorizes $2.1 billion for this type of financing. 

Generally Government corporations are financed by the back-door 
method of Treasury loans. This is one of the reasons why I have 
strongly recommended that the corporate form of government in- 
strumentality be chartered solely by Congress and not by Executive 
act. The Senate Banking and Currency Committee agreed when it 
eliminated from the Defense Production Act of 1950 a requested 
authorization for the President to create an unlimited number of 
Government corporations to carry out certain provisions of the act. 
Congress has to be diligent in watching for such proposals. The same 
provision was repeated in the proposed Defense Production Act 
amendments of 1951, but deleted by the same committee. I was also 
gratified when the amending act provided for a Small Defense Plants 
Administration instead of the proposed corporation. 

Many safeguards for the taxpayers’ money Which had stood the test 
of time were thrown off in World War II. Doubtless, relaxation of 
normal protective devices was necessary in many cases. But in many 
cases no such justification existed. There was a chronic disposition to 
put aside tools already at hand while demanding larger, more im- 
pressive, and—of course—much more expensive ones, under the guise 
of emergent need, and to bury the old ones lest the new ones suffer in 
comparison. 

An all-time high in such legislation was the Contract Settlement 
Act of 1944. This act discarded an American heritage from early 
days of the Revolution, when the Continental Congress passed a reso- 
lution that public accounts and claims be settled not by the contracting 
officers but by the accounting officers of the then fledgling Government. 
The colonists were not cynical; they just thought a neutral party 
would be more even-handed in settling these matters. The Contract 
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Settlement Act put the General Accounting Office in the position of 
a man who sees his safe being looted, but can do nothing about it. 

Before the act was passed I had warned that an independent audit 
of these proposed billion-dollar termination settlements was essential 
to prevent tremendous losses. But the act left such an audit completely 
out of the scheme of things. It directed that terminated contracts be 
settled by contracting officers and it made their settlements final and 
conclusive. The act wrote the General Accounting Office out of the 
picture, to all intents and purposes. The Office could not question or 
collect back excessive payments. It could step in only where there 
was fraud, and then only after the settlement was consummated. 
These limitations made it virtually impossible to prove fraud even 
where I was reasonably certain it existed. The function assigned to 
the General Accounting Office was about as effectual as pounding sand 
in a rat hole. 

All that I warned of came about when terminated war contracts 
were settled under this act. Regardless of impediments we found 
out enough to show by overwhelming evidence that the “finality” pro- 
vision in the law was a whopping big mistake costing the taxpayers 
millions of dollars. The percentage of excessive payments and fraud 
was unprecedented in my experience. 

Another sample was experience under the War Risk Insurance Act, 
passed in 1942, which expired in 1946. The General Accounting Office 
audit report on the Maritime Commission and War ans aa Admin- 
istration for 1945 showed that millions of dollars of profits were made 
available to contractors which should have accrued to the taxpayers. 

The contracts carefully guarded insurance underwriters against 
any loss by means of high rates set in advance. Nearly $150,000,000 
in premiums were paid by the United States to the companies and 
left with them for an extended period, although claims for losses bore 
no reasonable relationship to that sum. The United States had only 
a relatively small share in the profits but took all the risks and the 
companies actually assumed none. I reported this to the Congress, 
because the finality which the law accorded administrative actions on 
war-risk insurance left no legal ground for recovery of excessive prof- 
its. Only the integrity and experience of the companies and agents 
engaged in work under this program prevented much greater costs 
to the taxpayers. 

Following my recommendations similar provisions were stricken 
from the bill which became Public Law 763, Eighty-first Congress, 
setting up a permanent marine war-risk insurance program. Under 
the Merchant Marine Act of 1936 the administrative agency already 
has ample authority to make any necessary contracts without disturb- 
ing the normal audit authority exercised by the General Accounting 
Office as the agent of the Congress. This case is mentioned to show 
how unceasing are these we 2 on legislative controls of the purse. 
Much credit is due the House Committee on Merchant Marine and 
Fisheries and the Senate Committee on Interstate and Foreign Com- 
merce for enactment of this law, which will be far more effective 
because of provision for adequate legislative control of the funds. 

Section 608 of the National Service Life Insurance Act of 1940 
stands out, among similar grants of*final and conclusive administra- 
tive authority over spending, as being the most absolute and most 
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definite in its finality. Usually such grants have pertained to tem- 
porary programs, and Congress has not made such liberal grants 
of authority as a general proposition. This one is permanent. 

Such language has a great impact on the General Accounting Office. 
It deprives the Office of the means to take really effective action to 
prevent erroneous payments, or to recover them. The Office is limited 
to reporting to the Congress what has happened or is about to happen. 
I thoroughly disagree with those who say that this reporting is a fully 
effective use of the facilities of the General Accounting Office. 

The recent payment by the Veterans’ Administration of dividends 
in so-called aviation cadet cases is a good illustration of how ineffective 
a report to Congress can be where an administrative officer has final 
and conclusive authority to pay out money as he sees fit. In 1949 I 
learned that the Veterans’ Administration proposed to pay dividends 
to aviation cadets for periods when they had not paid any premiums. 
I advised the Administrator of the doubtful a am of such pay- 
ments, but he went ahead with plans to pay about $16,000,000 in 
dividends to the aviation cadets out of the national service life in- 
surance fund. I reported it to the Congress even before the dividends 
were paid, but nothing was done to stop the payment. Representa- 
tives of the agency have gone so far as to assert before congressional 
committees that the General Accounting Office has no right to even 
report on such matters. 

When the Dependents Assistance Act of 1950 (Public Law 771, 81st 
Cong.) was being considered, you will recall, Mr. Chairman, your 
alertness was largely responsible for eliminating a provision author- 
izing the military services to validate about $30,000,000 of improper 
payments relating to World War II which the Army had turned 
over to the General Accounting Office for collection after the Army 
waiver boards had refused to waive them under the Servicemen’s 
Dependents Allowance Act of 1942. And I might say that Mr. Bell 
of your staff also rendered _ service in that mattter. The pro- 
posed provision was replaced by one giving the Comptroller General 
authority to grant equitable relief upon recommendation of the serv- 
ices. I think you will be interested to know, Mr. Chairman, that the 
General Accounting Office already has collected or been promised 
more than $4,590,000 in return of those overpayments, at a cost to it 
of $307,500. Collections are being made at the rate of about $7,500 a 
day. 

We pointed out another example recently in a report to the Senate 
Committee on Labor and Public Welfare on S. 1940, the veterans’ 
education bill now being considered. Our report urged that any 
application of the so-called finality statutes be limited to decisions of 
the Administrator of Veterans’ Affairs on the entitlement, award, and 
payment of benefits to veterans and their beneficiaries under the bill. 
Since the bill authorizes negotiation and contracting with many in- 
stitutions for services and supplies, I see no necessity or cogent reason 
for the exercise of such broad and almost plenary authority by the 
agency in respect to these latter matters. It cOuld have the effect of 
circumventing the normal functions and operations of the General 
Accounting Office with respect to payments made under such contracts 
and agreements, and — eliminate any possibility the Office other- 
wise might have through the operations of established audit and in- 
vestigative processes to recoup moneys erroneously expended. In 
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other words, it could reduce the function of the Office to that of re- 
porting the existence of any abuses to the Congress. 

I think the time has come, Mr. Chairman, if I may so state, for 
Congress to reexamine grants to executive officers of final and con- 
clusive authority in their spending actions, to reevaluate them, and 
to determine whether some or all of them should not be repealed ab- 
solutely or greatly modified. 

It would be most helpful if the Congress, when considering legisla- 
tion authorizing new programs, would keep a sharp eye out for provi- 
sions granting unusual administrative control or finality over expendi- 
tures. It can be expected that those promoting new programs will 
couch proposed legislation in the broadest terms possible in order to 
be free from any outside restraint or the chance that their mistakes 
may have to be corrected or even brought to light after they are 
made. In the final analysis such provisions not only result in abandon- 
ment of congressional control of funds; they also impose an undue 
burden on the administrators and expose them to terrific pressures. 
As has been well said, “Power will intoxicate the best hearts * * *. 
No man is wise enough, nor good enough, to be trusted with unlimited 
power.” Once relinquished, congressional power over expenditures is 
very difficult to get back. 

The Congress can do much in the direction of recovering control over 
public funds by carefully strengthening the financial and accounting 
provisions of all proposed legislation. It can and should demand full 
disclosure of all pertinent facts, with emphasis on the fiscal aspects. 
This might well include reporting of costs of carrying out proposed 
legislation, along the lines required by Senate Concurrent Resolution 
2, Eighty-second Congress, and other similar resolutions. Then, when 
programs have been authorized, the same careful scrutiny and demands 
for full disclosure of information should continue in the consideration 
of appropriations for the programs and reports on expenditures. 

This brings me to a suggestion made before the Senate Committee 
on Expenditures during its consideration of S. 913, to establish in 
the Congress a Joint Committee on the Budget. It was recom- 
mended—not by me—that in lieu of such action the General Account- 
ing Office be given the job to do under section 206 of the Legislative 
Reorganization Act of 1946. This committee no doubt is familiar with 
that section. It authorizes the Comptroller General to make an ex- 
penditure analysis of each agency in the executive branch which, in 
his opinion, will enable Congress to determine whether public funds 
have been economically and efficiently administered and expended. 
Other similar suggestions have been made, that the General Account- 
ing Office be used to report on the necessity of programs or contracts, 
or to measure relative efficiency of program administration. 

I neither advocated nor opposed section 206. When it became law 
the General Accounting Office studied ways and means of carrying 
out the policy laid down by Congress. Under the language the sky 
was, auton the limit; so advice was sought from the Committees on 
Appropriations and om Expenditures of the Senate and the House of 
Representatives. Our problem was laid before about 25 members of 
these committees, and all present thought a modest beginning was best. 

Based on the meeting, $1,000,000 was included in the General Ac- 
counting Office budget for the fiscal year 1948, but was removed from 
the appropriation bill as reported by the House committee. A mem- 
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ber of the committee stated on the floor that with the regular and 
special reports of the General Accounting Office, plus augmentation 
of committee staffs, additional appropriations for the General Ac- 
counting Office to carry out the duties under section 206 were not 
justified. He further said that if any large-scale analysis were to 
be made on a permanent basis, the General Accounting Office should 
do it. 

Essentially the same thing happened to an item of $800,000 in the 
1950 independent offices appropriation bill. Consequently, no special 
activity has been set up to carry out duties under section 206. How- 
ever, frequently cases are uncovered, in the regular examination of 
expenditures, indicating wasteful and extravagant practices in govern- 
ment. ‘These cases are reported to the agency heads involved for 
corrective action, or to the Congress or its committees where justified. 

There has been much discussion of the merits and disadvantages 
of the single, or one-package, appropriation bill. In theory and 
logic it has much to commend it. Its proponents have felt that it is 
the only method of focusing the attention of the Congress and all 
other interested parties on the total impact of the general appropria- 
tions requested of and made by the Congress for the support of the 
Government during a fiscal year. By this approach a means is af- 
forded for considering the requested apropriations for all agencies 
in proper relation to each other and to the total estimated receipts of 
the Government for the ensuing fiscal year. 

Many improvements have been made in recent years in the prepa- 
ration and presentation of the budget and in the accounting for 
Federal expenditures, particularly under the Budget and Accounting 
Procedures Act of 1950 and the joint accounting program which I have 
mentioned. Every effort is being made to present budget informa- 
tion and accounting reports in such a way as to provide full dis- 
closure of the proposed and actual uses of appropriations. 

Additional information was provided in the budget for 1952 con- 
cerning the effect of requested and prior appropriations and other 
authorizations in terms of expenditures. Additional and permanent 
specific authority for executive control of appropriations made by 
the Congress, including appropriations available for more than one 
fiscal year or for an indefinite period and contract authorizations, is 
provided by section 1211 of the General Appropriation Act, 1951. 
In the area of congressional action on appropriations, the policies 
incorporated in Senate Concurrent Resolution 27, the current proposal 
for the single-package appropriation, are not presently in effect. 

In his statement before your committee, representing the Committee 
on Federal Tax Policy, Mr. Roswell Magill made the further recom- 
mendation that Congress employ a clean slate approach to appropria- 
tions by suspending all spending authorizations except for the military 
and interest on the public debt. He then would have the Congress 
restore only those expenditures vitally necessary in our present de- 
fense situation and would direct the Budget Bureau to submit an 
alternate expenditure budget for 1953 not in excess of estimated 
revenues for the year. 

As to expenditures under prior year appropriations and authoriza- 
tions, stated by Mr. Magill as amounting to $34.5 billion during the 
fiscal year 1952, the Congress has already exercised its control at the 
time the appropriations were made. Aside from this, Congress has 
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always had the power to suspend or eliminate peacetime programs 
“that have no place in our defense economy,” or any other program. 
But it would be extremely difficult, to say the least, to muster a ma- 
jority in favor of cutting off even temporarily such things as lending 
activities, veterans’ benefits, farm price-support programs, nondefense 
public works, and aids and eel services to States for public assist- 
ance, public health, education, and highways. Even if an initial 
suspension of these programs could be enacted, there is no assurance 
that after going through the ordeal of reexamination we would not 
end up with even larger programs. 

I do not wish to discourage any examination the Congress wishes 
to make with a view to determining the necessity or the size of indi- 
vidual programs or segments of expenditures. Indeed, I would wel- 
come an orderly and objective reexamination of existing programs. 
But some of the Tax Committee’s suggestions seem to me to be unreal- 
istic. However perfect the clean-state approach may be in theory, it 
would be unworkable in practice. Therefore, and in the absence of 
any request from your committee, I have not had the Tax Committee 
figures analyzed, and have no comment on their accuracy. 

Whatever retrenchment action the Congress may decide upon, it can 
count on the wholehearted support of the General Accounting Office. 
It is when the door is closed on the performance of our normal func- 
tions that we have difficulty in rendering real assistance. 

In the 30 years since 1921 there have been several abortive efforts 
to destroy the Office. They have come not only from within the Gov- 
ernment, but from the outside. As late as last year an ill-conceived 
attack was launched from outside the Government. The action of the 
Congress in repelling this last assault speaks for itself, for not a single 
vote, nor a single voice, was mustered in support of the proposal in 
either the Senate or the House of Representatives. Yet neither the 
Congress nor the General Accounting Office can afford to relax its 
vigilance. It would be naive to think that there will never be another 
attempt, motivated by dislike of restraint or adherence to discarded 
theories, to water down legislative control of public funds or weaken 
the Office. Both the Congress and the Office must keep ever alert to 
guard against any such eventualities. 

There has been in the past, and still is in some quarters, a school of 
thought which holds that the General Accounting Office should have 
no power to disallow or collect back erroneous or illegal expenditures, 
but should only report what it finds to the Congress. This school 
would junk the accountability of Government certifying and disburs- 
ing officers for expenditures, now enforced by the General Accounting 
Office. This would deprive Congress of one of its most effective con- 
trols over expenditure of public funds. 

In the last 10 years the General Accounting Office has not only paid 
its way, but has made a substantial contribution each year to the 
Treasury. Collections from 1941 through June 30 of this year total 
over $740,000,000. This money had been illegally or otherwise im- 
properly paid out, and little of it would have ever been recovered 
except for the General Accounting Office. Not only has the Office paid 
its way, but it has served to guard against erroneous payments as well 
as recover them. The mere knowledge that the Office is carefully 
checking expenditures has instilled a healthy degree of attention to 
the law by those who spend the Government’s money. 
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I believe that our democratic form of government, with its three 
coordinated branches, is implemented by having an independent 
agency of the Congress exercise this type of control over payments 
from the public money. The alternative would be unfettered spending 
subject only to a slap on the wrist in the form of an audit report after 
the event. I cannot believe that any Congress will ever accept that 
alternative. 

The Cuarmman. Mr. Warren has made a very valuable contribution, 
for which I feel certain all of the committee will thank him. 

If there are any questions from the members of the committee to 
Mr. Warren I am sure he will be pleased to answer them. 

Representative Reep. I would like to make this remark, that I want 
to congratulate Comptroller General Warren for his very clear and 
fine statement. I have always had great respect for him ever since 
he took up this work, and I think he has demonstrated extraordinary 
ability in this work. 

Mr. Warren. Thank you, Mr. Reed. 

The Cuamman. Any other questions ¢ 

Senator Butter. Mr. Chairman, I would certainly like to voice that 
same sentiment. 

I am sorry, Mr. Warren, I was just a few minutes late. It couldn’t 
be helped. I am glad to be here to join in the work of the committee 
which has been led by Senator Byrd over so many years. It certainly 
has been a committee that has accomplished some things that seemed 
impossible at times, a large part of it due to your cooperation. 

Mr. Warren. Thank you, Senator. 

The Cuarrman. Mr. Warren has always cooperated in the fullest 
measure and made the most valuable suggestions. 

Mr. Doughton, do you have any questions? 

Representative Doucuron. I would like to state, Mr. Chairman, 
that the statement made this morning by the Comptroller General, 
Mr. Warren, is one of the most interesting and appropriate and help- 
ful statements that I have ever heard since I have been a Member 
of Congress. I think that Mr. Warren is discharging his essential 
duties to the welfare and economy of the Government on a high 
plane and in a most useful manner. And I think his recommenda- 
tions are as helpful as any I have heard since I have been in Wash- 
ington. 

The CHarrmMan. Judge Kerr? 

Representative Kerr. I cannot resist saying something with refer- 
ence to Mr. Warren. Lindsay Warren’s district and my own adjoin. 
I was first sent to Congress, and he followed shortly after. And I 
have watched his career with great pride. I think every North Caro- 
linian has felt the same way with respect to the fine reputation he has 
acquired and the service he has rendered this Government. His father 
was one of the greatest lawyers our State has produced. His mother 
was a Blount, and that family has always been one of the most out- 
standing in the State. I know him well enough to know that he is 
brave enough to do what he thinks is right; he isn’t afraid of any- 
thing, and he doesn’t hesitate to do what he thinks would best serve 
the Government. 

The Cuatrman. Mr. Cooper, do you have any questions? 

Representative Coorer. Mr. Chairman, it was my privilege to be 
rather closely associated with Mr. Warren during his service in the 
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House, and I have watched with interest and appreciation his service 
as Comptroller General. And I would like to join with the others in 
congratulating him on the splendid statement he has made here 
today. 

The Cuatmrman. Mr. Taber, any questions? 

Representative Taner. I haye no questions at this point. I was very 
much interested in Mr. Warren’s statement. It does summarize the 
situation with reference to the authorizations that the Congress has 
created. And I recall that it seems to tell the truth. It is impossible 
to get rid of a great lot of them. 

I have always enjoyed my association with the Comptroller General 
and appreciated his work. 

The Cuarrman. Mr. Cannon? 

Representative Cannon. Mr. Chairman, I consider this report by 
the Comptroller General one of the most important public documents 
that I have seen in this session of Congress. I trust it will have wide 
dissemination. 

The Cuarmman. Mr. Graham, Assistant Secretary of the Treasury. 

Do you have any comments, Mr. Graham ¢ 

Mr. Granam. Mr. Chairman, I think the Members here from North 
Carolina have already effectively expressed my pride in our great 
Lindsay Warren. And I am very pleased that he took the occasion 
to point out in the statement that he has had the utmost cooperation 
from the Secretary of the Treasury in the joint accounting program 
that he and the then Budget Director, Jim Webb, worked out. I have 
no questions to ask him. 

The Cuarmman. Mr. Lawton, Director of the Budget. 

Mr. Lawton. I have no questions. I think a great deal of the 
points in here are the type of things which the committee will have 
to give careful consideration to if it wants to get into the question 
of control of Government expenditures, because the control necessarily 
initiates at the time the authorization is made, as it was pointed out 
in here, and very well pointed out. 

I think that Mr. Warren and I have been very closely associated. 
And because of the leadership he has given to getting improved in- 
formation the quality of the work has steadily improved, and it will 
continue to improve. And I think it is the job of Congress to take 
advantage of that. 

The CuHarmman. Thank you, Mr. Lawton. 

Mr. Warren, we appreciate your coming. And now if you have 
other duties to perform we will excuse you. 

Mr. Warren. Thank you, Mr. Chairman. I hope my hat will still 
fit me. 

The Cuatrman. The next witness will be Mr. Elmer B. Staats, 
Assistant Director of the Bureau of the Budget. This committee is 
very pleased to have him as a witness, and just as pleased to have 
Mr. Lawton, the Director of the Bureau of the Budget, as a member 
of the committee. 

I want to say that the Bureau of the Budget has always been ex- 
tremely cooperative with this committee. I have known Mr. Lawton 
for many years, and I have seen him under many conditions. And 
I will say this for him, he will tell you the truth and give you reliable 
factual information. And the Bureau of the Budget has made nu- 
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merous references to budgetary control. The Bureau’s testimony be- 
fore committees of the Congress in recent years has emphasized the 
difficulty in controlling the annual expenditures. We believe the 
combination of Mr. Lawton as a member of the committee and his 
assistant, Mr. Staats, as a witness will be very helpful. And if Mr. 
Lawton would care to question Mr. Staats on this subject that too 
would be extremely helpful. 

We will ask the Assistant Director of the Bureau of the Budget, 
Mr. Staats, to proceed. 


STATEMENT OF ELMER B. STAATS, ASSISTANT DIRECTOR, THE 
BUREAU OF THE BUDGET 


Mr. Sraats. At a meeting of this committee on September 14, the 
committee requested that the Bureau of the Budget meet with it to 
discuss the problem of congressional control of Government expendi- 
tures. 

At the outset let me say that the Bureau of the Budget welcomes 
the opportunity to take part in discussions aimed at improving the 
formulation and review of the Federal Budget. Even in normal 
times the methods by which the Federal program is authorized and 
financed are complex. They become much more so in a period of 
rapid mobilization when the impact of defense is reflected not only 
in the military departments, but in many supporting and comple- 
mentary programs elsewhere in the budget. 

There is certainly a general agreement that both the executive and 
legislative branches of the Government should strive continuously 
for improved control of Federal expenditures. There is less agree- 
ment, however, on the most sensible methods for achieving better 
control. 

In testimony before the committees of the Congress the Bureau of 
the Budget has again and again stressed the fact that within any 
budget year a large part of the estimated expenditures for that fisc ‘al 
year are subject to little or no discretionary action by the appropria- 
tions committees. This fact has similarly been set forth in the Presi- 
dent’s Budget, and detailed data showing the relationship between 
expenditures and budget authorizations for each fiscal year have 
ben included in the budget tables. The Bureau of the Budget has 
consistently endeavored to put as many programs as possible on an 
annual appropriation basis. However, as I shall explain later, it is 
not practicable to limit the budget authorizations to the amount of 
expenditures which will be made in the fiscal year for which the 
appropriation is made. 

In discussing congressional control of expenditures for a given fiscal 
year it must be recognized that any enterprise—public or private, 
large or small—necessarily enters a year with a mixture of varying 
commitments. The Federal Government is no different. 

Spending in any single fiscal year arises from three general cate- 
gories of commitments, as follows: 

First. Commitments to pay for goods and services previously de- 
livered but not yet paid for when the year begins and commitments 
to pay for goods and services actually under contract but not yet 
delivered. The payments will be made under budget authorizations 
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enacted for prior fiscal years. The right to incur commitments or obli- 
gations under ordinary 1-year appropriations usually expires at the 
end of the fiscal year, but the authority to make expenditures for 
aying those obligations continues for two additional years. Some 
arge expenditures are payable out of appropriations which have no 
time limits. About half of the expenditures in the fiscal year 1952 
will be under obligational authority provided for prior years—$34.5 
billion in the total of $71.6 billion of budget expenditures, as estimated 
last January. On the other hand, more than 60 percent of the new 
budget authorizations which the President recommended for the 
fiscal year 1952 will not result in expenditures until later years—$57.3 
billion of the total of $94.4 billion estimated in January. 

Second. Commitments of the Federal Government which have been 
determined by basic legislation so that there is little or no administra- 
tive discretion as to the amount to spend. Actual spending in any 
year is determined by the actions of individuals, businesses, and 
State or local governments eligible for Federal aid under formulas 
prescribed in basic law. Veterans’ compensation and pensions and 
grants to States for public assistance are examples of such expenditure 
commitments. In the absence of changes in basic legislation, expendi- 
tures for such open-end programs are subject to little or no review 
and control through the appropriation process. The relatively un- 
controllable items account for $14.1 billion or one-fifth of all expendi- 
tures estimated for 1952. 

Third. Expenditures to cover commitments entered into during the 
fiscal year under new budget authorizations made available for that 
year. A total of $23 billion or one-third of total 1952 spending will 
be in this category. 

Earlier this year the Bureau of the Budget prepared for the Joint 
Committee on the Economic Report a special study classifying Fed- 
eral expenditures according to their relative controllability through 
the appropriation process. In May, at the request of your chairman, 
an extensive staff analysis showing budget items classified as “rela- 
tively controllable” and “relatively uncontrollable” was supplied to 
this committee. The data submitted to the committee by Mr. Magill, 
while providing a somewhat different classification of items, is in 
qual aan with our earlier analysis. 

The Bureau of the Budget, however, cannot agree with Mr. Magill’s 
conclusion that the Congress does not have the power or the machinery 
to review annually each item in the budget and to suspend or eliminate 
programs. The Constitution specifically provides that “no money 
shall be drawn from the Treasury but in consequence of appropria- 
tions made by law.” The Congress has the power to control programs 
and ultimately expenditures because it can repeal as well as enact 
authorizing legislation. 

The question before us, therefore, is not whether Congress can 
control expenditures but rather where and how can expenditure con- 
trol be exercised most effectively. The time when Congress can exer- 
cise effective control over Federal spending is necessarily at a stage 
much earlier than when the checks are issued to pay the bills. Effective 
control by Congress has to be exercised either in the provisions of the 
basic legislation authorizing the Government program or commitment 
or on the occasions of the annual review of requests for budget au- 
thorizations. The illusion of congressional impotence and lack of 
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expenditure control seems credible only when we concentrate our 
review of controllability upon transactions which have gone so far, 
with the consent or even at the insistence of the Congress, that they 
are about to become historical facts. 

The myth of congressional impotence undoubtedly arises from the 
misconception that Congress, in reviewing the President’s budget 
recommendations, takes action directly on expenditures. The actions 
of Con , like those of a corporation board of directors, are essenti- 
ally paliey and program decisions which direct the operating depart- 
ments to supply certain services and benefits in a¢cordance with stated 
objectives and purposes. For most programs and services, congres- 
sional actions are at two main stages: (@) in the enactment of the 
basic legislation ordering or permitting the Government to undertake 
a specified program, and (6) in the annual making of an appropria- 
tion or other new obligational authority. Im most cases the basic 
legislation does not authorize the executive agencies to incur obliga- 
tions and spend Federal funds, and there can be no spending without 
further congressional action on a budget authorization. qT here are, 
however, constant pressures, both in the Government and outside, to 
write basic legislation in language which, in effect, will establish a 
commitment for the Government to spend Federal funds. As a result, 
there are many items in which the Bureau of the Budget and the 
Appropriations Committees can make little, if any, effective change 
in the course of their annual detailed review of budget proposals. 
Examples of these authorizations include the Federal-aid highway 
program, veterans’ compensation and pensions, and the provision of 
the Agricultural Adjustment Act which earmarks, on a permanent 
basis, an amount equal to 30 percent of certain customs receipts for 
certain agricultural programs. 

The second major congressional action affecting expenditures oc- 
curs when the Congress enacts budget authorizations. ‘These authori- 
zations by Congress to the agencies may take a number of forms. 

The most common is an appropriation which for a specified pe- 
riod, usually a fiscal year, and within a given amount, authorizes 
Government agencies to employ personnel, purchase supplies and 
equipment, award contracts, make grants to States, or incur other 
obligations. 

In certain cases Congress enacts contract authorizations. These 
permit an agency to make contracts or incur other obligations for 
goods and services but do not permit the actual payment of bills aris- 
ing from these obligations. In order to pay these bills, Congress later 
enacts appropriations to liquidate or pay off these obligations. Con- 
tract authority is used chiefly where goods are not to be delivered 
until a year or more after they are ordered. Both the House Appro- 
priations Committee and the Bureau of the Budget have taken a strong 
position against the use of contract authority, and as a result this form 
of budget authorization has largely been eliminated in the last several 
years. 

In addition, Congress sometimes authorizes Government agencies 
(usually corporations) to borrow funds from the Treasury and to 
use these funds to finance their activities. This type of authorization 
is ordinarily used for agencies (such as the Reconstruction Finance 
Corporation) making loans or other financial investments which will 
later be repaid to the Government. 
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The chairman has requested that the Bureau of the Budget supply 
a statement as to the different kinds of appropriations and other bud- 
get authorizations that are used in the Federal Government. I am 
submitting such a statement for the record. 

I have spoken at some length on the methods by which Congress 
grants spending authority to Government agencies because these illus- 
trate the practical problems which the Congress has had to meet in 
financing Federal programs and at the same time retaining maximum 
control over spending. 

Differences in the timing of expenditures result from the great 
diversity in the types of goods and services purchased by the Govern- 
ment and in the circumstances surrounding the transactions. Pay- 
ments for employees’ services are spread rather evenly over the year 
but for the most part are made in the same fiscal year in which the 
obligations are incurred, since ordinarily no more than a few weeks 
elapse between the time when an employee does his work and the time 
when he is paid. On the other hand, several years may elapse between 
the signing of a firm contract for a ship, airplanes, or tanks, and the 
date when delivery is made and the check issued for final payment to 
the contractors. 

The Congress cannot authorize and appropriate; the Army cannot 
design and contract; private industry cannot expand, tool up, produce, 
and deliver, and the Government cannot test, accept, and pay for a 
large order of tanks all within the limits of a fiscal year. In author- 
izing this procurement the Congress does not lose control of the ulti- 
mate Federal spending for the tanks, though it would be futile to 
specify by law just when the expenditures should be made. 

An extended lag between the appropriation and the delivery of 

oods is, of course, most usual in a military program. But these 
ee occur throughout the budget. The Bureau of the Budget itself, 
for example, is still paying for the travel of certain of its employees 
who were on field trips last June. This is because railroads often 
take several months to present their bills to the Government for 
payment. 

Another type of program which involves a long-term expenditure 
commitment occurs in the field of public works. For example, in 
1946 the Congress enacted the first appropriation to undertake con- 
struction of the McNary Dam on the Columbia River. McNary Dam 
will cost 270 million dollars. Although the first-year appropriation 
was only 3 million dollars, the authorization of the project committed 
the Federal Government to expenditures over a number of years. 
While action on the annual appropriations may result in adjustments 
of the rate at which construction proceeds, it is a basic budgetary 
fact that the Government is committed to carry out the project over 
a period of years. 

Since the Congress takes action principally on appropriations, 
there is, in my opinion, a natural tendency to include items on the 
theory that the first year’s cost will be small. The other day the 
representatives of a citizens’ group visited the Bureau of the Budget 
to urge initiation of a project costing more than 70 million dollars. 
One of the chief points in their argument in support of this project 
was the fact that it would cost less than one mill ion dollars to start 
construction and that that amount was small in comparison to our 
other expenditures for public works this fiscal year. I tried in vain 
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to convince them that our concern and.the concern of Congress should 
be not what the first-year cost of the project would be but whether 
or not we could at this time embark upon a 4-year expenditure com- 
mitment totaling 70 million dollars. 

For the fiscal years 1947 through 1950 the Congress annually re- 
duced the amount of the President’s budget estimates for the civil 
construction work of the Corps of Engineers. While reducing the 
amount of the appropriations to aaaanal on going projects, however, 
Congress at the same time added more than 300 projects to the Federal 
construction program. These new starts broadened the base of 
projects under construction and meant that the Federal Government 
was committed to continuing expenditures over a number of years 
ahead. 

The Bureau of the Budget is in full agreement with the proposition 
that all programs be subject to a continuing and searching review by 
the Congress. Your committee has before it a proposal recommend- 
ing a “clean slate” approach to Government spending under which 
the Congress would “suspend all spending authorizations except for 
the military and interest on the public debt” and would then review 
each suspended item. 

I am sure that Mr. Magill did not intend this proposal to be taken 
literally. As I have mentioned, at any one moment the Government 
has outstanding a large amount of unpaid bills for goods and services 
already received and obligations for other binding commitments. 
Congress could not effectively suspend the authority for paying those 
bills without involving the Government in a multitude of claims, law- 
suits, and extra costs. Even in the case of spending authorizations 
not yet obligated, it is inconceivable that the operations of the Gov- 
ernment should stop while Congress reexamined and reauthorized, 
item by item, the programs and commitments which it considers im- 
portant. Certainly it would be necessary to exempt from suspension 
the salaries and expenses of Congress, the judiciary, the President, and 
the tax collectors. I imagine Mr. Magill would recognize other urgent 
exemptions, for I assume he would not want to suspend the work of 
the Atomic Energy Commission, halt the mails, leave patients in 
hospitals unattended and unfed, take the guards out of the prisons, 
ground the airlines, leave our coasts and borders unpatrolled, or with- 
draw the firefighters from our forests. But these are only a few ex- 
amples of the work the Government does under the many spending 
authorizations in question. It seems obvious that, before it took any 
action to wipe off any part of the slate, Congress would wish to con- 
sider carefully just what would be the consequences of a suspension of 
each spending authorization. As a practical matter, the review of all 
Government programs would have to precede, rather than follow, the 
“clean slate” approach to expenditures. 

I am sure this committee recognizes that the proposal for a “clean 
slate” approach is a way of dramatizing and emphasizing the desir- 
ability of a thoroughgoing review of all the activities, programs, and 
commitments of the Government. Actually, a substantial measure of 
that review is conducted every year, not only in the executive branch, 
during the process of preparing the President’s budget recommenda- 
tions, but also in the Appropriations Committees of both Houses of 
Congress. It is true that the Appropriations Committees do not regu- 
larly reconsider the permanent appropriations, but, apart from in- 
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terest on the public debt, these made up less than 1 percent of new 
obligational authority in the budget subenitted last January. Like- 
wise, the Appropriations Committees do not pass upon all of the orig- 
inal authorizations to spend from public debt receipts but, under the 
Government Corporation Control Act, the committees do review and 
include in annual appropriation acts language to validate the spending 
plans of the business-type enterprises to which most of this type of 
authorization is voted. 

The main problem is that the operations of the Government are on 
so large a scale, so varied in content, so widespread geographically, 
that the committees cannot hope to achieve in any one year a full and 
complete examination of every proposal for new obligational author- 
ity. Similarly, the Congress as a whole and its legislative committees 
are so preoccupied with current needs and problems that there is no 
possibility of an annual reevaluation of all the basic legislation that 
1as been enacted over the last 160 years to establish Government pro- 
grams, services, and commitments. 

Insofar as the “clean slate” proposal may imply that the Appro- 
priations Committees at a focus their attention on requested 
increases or decreases in obligational authority, I think this implica- 
tion is not warranted by actual practice. It is true that there is a 
tendency in all budget making to start from last year’s authorization 
as a base and to pay most attention to the changes. But over the 
last two or three Sates, and especially since the last war, there has 
been increasingly in effect in Federal budget making a policy and 
effort, not only in the executive branch but also in Congress, of de- 
liberately reviewing the base for each proposed grant of obligational 
authority. The agencies are called upon each year to describe in 
detail their entire work program, and to explain why the whole pro- 
gram and all the commitments which they have budgeted are valid 
requirements. In neither the executive branch nor the committees of 
Congress can an agency justify its proposals by an appeal to tradi- 
tion or routine. And, if the request is based on obsolete or unrealistic 
requirements of law, this fact is usually brought out and appropriate 
recommendations submitted to the proper committees. 

No one can doubt that if the Congress as a whole could take time out 
for a complete and intensive review of all existing legislation it would 
amend or repeal some existing requirements and this action would be 
reflected in later grants of obligational authority. Consider, for 
example, the civil public works projects which the Corps of Engineers 
is authorized to undertake under present law. Recent estimates indi- 
cate that appropriations of watdly $12 billion would be required to 
complete authorized river and harbor and flood control projects. 
Each of the 1,400 projects on the list was authorized by Congress 
after its committees had reviewed the results of an engineering and 
economic survey which Congress had previously ordered. Yet some 
of these authorizations were made as long ago as 1936 or even earlier, 
and it seems quite probable that if the present Congress could under- 
take to express an affirmative judgment now about every item it would 
come out with a somewhat different list. Until Congress can make 
= a review, all of the outstanding project approvals have the force 
of law. 

Recent improvements in the annual budget document have been 
made with a view to serving the convenience and the needs of the 


roan in seam 


A a ag 














ANNUAL CONTROL OF THE FEDERAL BUDGET 43 


Congress in its functions of policy making and policy review. Thus 
in the budget for 1952, we analyzed the expenditure estimates in a 
table at the head of each chapter, showing separately the estimated 
expenditures that would be made during the budget year out of the 
new appropriations requested for that year and the estimated expendi- 
tures that would be made during the same year out of the balances 
brought forward from prior years. Previously we had furnished sim- 
ilar tabulations annually to the House Appropriations Committee for 
its use. This analysis helps the Appropriations Committees and the 
Congress to judge the impact of budgetary proposals and changes 
upon Federal expenditures. If the new obligational authority re- 
quested for the fiscal year 1952 for some specified program will be 
wholly expended within that fiscal year it follows that Congress can 
change expenditures in that year by changing the amount of the new 
obligational authority. But if the particular obligational authority 
will not be translated into expenditures until a later fiscal year, the 
action of Congress in changing the authority would alter the program 
without showing up in expenditures until a later period. This in- 
formation is important for congressional decisions on individual items. 

There is a general misconception of the kind of information nec- 
essary to evaluate a Federal budget. The size, scope, and direction 
of the President’s budget are not determined by a multitude of unre- 
lated decisions reached on individual items and activities. The ques- 
tion of how much money is needed to run a given activity efficiently 
has to be asked about every budget request, but it is not the major de- 
cision that has to be made—and even this question cannot be decided 
on a piecemeal basis. More basic is the question whether each activity 
shall be conducted at all, and if so at what level. For any particular 
program this question can be answered only in the perspective of 
such broad considerations as the general outlook for expenditures 
and revenues, economic trends, the requirements of law, and many 
other factors. 

These are the kinds of questions we face again and again in the 
preparation of the Executive budget. Long before detailed estimates 
are prepared by the agencies, meetings have been held to identify prob- 
lems and discuss the prospects for each major program, forecasts have 
been prepared to indicate the probable totals of revenues and expen- 
ditures and their relationship to the general economic outlook, appro- 
priation ceilings have been determined for the larger agencies, and 
general policies have been defined. The agency requests are reviewed 
in the light of these basic decisions and policies as well as the require- 
ments of existing law. Such considerations determine the broad out- 
lines of the President’s budget. 

Certainly the Congress in its review of the budget should bring 
to bear, both with ey IT to the total and each individual part, all 
possible information that will help it to obtain a full understanding 
and independent judgment of the budget requests submitted by the 
President. I am inclined to think, however, that this is not simply 
a matter of increasing the quantity of information placed before the 
Congress. Instead, it would seem to be a matter of the relevance of 
information. That is to say, instead of knowing more about the lesser 
detail of budgetary proposals, the Congress might want to know 
more about those matters, issues, and problems that determine the 
budget in its main elements and as a whole. 
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Fortunately, the Congress already has available for its use a sizeable 
amount of information which has a direct bearing upon the budget 
and the major considerations which underlie it. 

This available information includes the estimates and justifications 
presented to the appropriations committees; the detailed work of the 
appropriations committee staffs; the valuable audit reports, as well 
as other reports and data, of the General Accounting Office; the vari- 
ous reports produced by the staff of this committee and of the Senate 
and House Committees on Expenditures; the factual research avail- 
able through the Legislative Reference Service of the Library of 
Congress; the information pertaining to the budget developed by the 
Joint Committee on the Economic Report; the technical work of the 
Joint Committee on Internal Revenue Taxation; and the factual data 
which we of the Bureau of the Budget are always glad to provide. 

Of great importance in any consideration of expenditure control 
is the review of the fiscal effects—the effects upon following budgets— 
of authorizing legislation which is introduced and considered at any 
given session of Congress. At present such a review is not system- 
atically and uniformly provided in either house. It would seem 
fundamental that in appraising legislation from the standpoint of 
public policy the Congress should do so with full knowledge of its 
effect upon the future fiscal position of the Government. 

In closing I should like to emphasize that the experience of the 
Bureau of the Budget over several decades convinces us that there 
can be no simple, easy, single-shot approach to economy, efficiency, 
and restraint in the fiscal operations of the Government. This is a 
goal that has to be achieved through continuous, unremitting, in- 
tensive review of both the operations and the programs. The opera- 
tions must be watched to see that they are managed carefully and 
competently. The programs must be watched to see that they are the 
right programs, each in a balanced relationship to the rest of the 
Government program and to the economy as a whole. There is no 
single answer to the question of controlling expenditures—there can 
be only a series of separate, considered judgments on a series of in- 
dividual items. It is most important that these shall be well informed 
judgments, consistent with one another and with the general military, 
fiscal, and economic situation. 

(The following document accompanies the above statement :) 


[Executive Office of the President, Bureau of the Budget, Washington, D. C.] 
Types or BupGer AUTHORIZATIONS 


“Budget authorizations” provide authority to incur obligations or to make 
expenditures of Federal funds, or both. All the budget authorizations of a 
given year which provide authority to incur obligations, of whatever type, when 
added together equal “new obligational authority.” The budget authorizations 
of a given year of all types which provide authority to make expenditures, when 
added together equal “new authorizations for expenditure.” 

“Obligations” represent purchase orders placed, contracts awarded, salaries 
and wages earned, contractual services received, and similar transactions requir- 
ing the payment of money. The term “expenditures” as used here represents 
payments made by the issuance of checks or payment of cash (or in a few 
cases, by an increase in a public debt liability, as in the case of the accrual of 
interest on savings bonds). 

Budget authorizations are to be distinguished from legislative authorizations 
which provide authority to carry on certain specified programs of work. In a 
few cases, the two authorizations are combined (such as in the Federal-Aid 
Highway Act of 1950). Generally, however, legislative authorizations merely 
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make it in order, under the rules of Congress, for budget authorizations to be 
reported favorably in appropriation acts. Budget authorizations and legislative 
authorizations are both enacted only by Congress. 


INDIVIDUAL TYPES OF BUDGET AUTHORIZATIONS 


Budget authorizations are of the following types: 

1. Ordinary current appropriations—Ordinary current appropriations are 
authorizations granted currently by Congress, both to incur obligations and make 
expenditures in a definite, specified amount. Ordinary current appropriations 
may be subdivided into three classes as follows: 

One-year appropriations: Appropriations which are available for the 
incurring of obligations within only one fiscal year, and which expire for 
this purpose at the end of that time. Such appropriations remain available 
for the making of expenditures in payment of such obligations for two addi- 
tional years. This is the commonest form of budget authorization. (Ex- 
ample: Salaries and expenses, Federal Bureau of Investigation, 1952.) 

Multiple-year appropriations: Appropriations which are available for 
obligation for a specified period of time in excess of 1 year, and which 
expire for this purpose at the end of that time. Such appropriations remain 
available for the making of expenditures in payment of such obligations 
for two additional years. This type of appropriation is used occasionally 
for programs of an unusual seasonal nature or programs of a nonrecurring 
type which do not fit precisely within the fiscal year. (Example: Sugar 
Act Program, Agriculture, 1952 and 1953.) 

No-year appropriations: Appropriations which are available for obliga- 
tion and expenditure until the purpose is accomplished, and which do not 
expire at any fixed time. This type of appropriation is used primarily for 
certain types of benefit payments, and for construction projects where a 
time limit would not add appreciably to the system of expenditure control. 
(Example: Maintenance and improvement of existing river and harbor 
works, Army.) 

2. Annual indefinite appropriations—Annual indefinite appropriations are 
authorizations granted currently by Congress, both to incur obligations and 
make expenditures in an indefinite amount. Although such appropriations are 
found in appropriation acts, the amount of each is not specified in the act but 
is determined otherwise. Often the amount of the appropriation is equal to 
the amount of receipts (or a percentage thereof) from a specified source. 
(Example: Payments to Oklahoma (royalties), Interior, which appropriates 
3744 percent of certain royalties for payment to the State of Oklahoma in lieu 
of taxes on tribal lands.) In some cases the amount of the appropriation is 
determined by financial needs. (Example: the appropriation from the general 
fund for contribution to the postal revenue.) These appropriations may have 
varying periods of availability, just as do ordinary current appropriations. 

3. Permanent appropriations.—Permanent appropriations are those in which 
additional amounts become available from year to year under standing law, 
without new action by Congress. The law may provide for such appropriations 
to operate for a specified number of years and then stop, but in most cases the 
law provides for them to operate indefinitely until it is amended or repealed. 
Some permanent appropriations are found in ordinary legislation; others were 
enacted originally in appropriation acts which provided not only for the amount 
to become available in the year of the act, but also for additional amounts te 
become available in succeeding years. 

Permanent appropriations are customarily subdivided into two principal 
groups: 

Permanent definite appropriations: Those where the amount becoming 
available for obligation and for expenditure each year is specified in the 
law. (Example: The appropriation, Colleges for Agriculture and Mechanic 
Arts, Federal Security Agency, provides for the payment of $50,000 to each 
State and Territory each year (7 U.S. C. 301-308 ; 321-328.) ) 

Permanent indefinite appropriations: Those where the amount becoming 
available for obligation and for expenditure is not specified in the law, but 
is determined by the amount of receipts from a specified source, by the 
amount of financial requirements, or by other means. (Example: An amount 
equal to 30 percent of the customs receipts each year is appropriated for 
removal of surplus agricultural commodities, Agriculture (7 U. S. C. 612c¢).) 

The permanent appropriations becoming available in any year may have 
varying periods of availability, just as do ordinary current appropriations. 
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4. Contract authorizations.—“Contract authorizations” confer authority to 
enter into contracts and incur other obligations in advance of an appropriation. 
The general rule is that the Government cannot incur obligations for the future 
payment of money in excess of the amount available in an appropriation or the 
amount becoming available in a revolving fund, except where Congress has 
granted permission to do so. Such permission normally takes the form of a con- 
tract authorization. (In a few cases, such permission has taken some other form, 
such as authority to enter into long-term leases. Such authority cannot be firmly 
stated in dollar terms and hence is not included in the totals of budget author- 
izations. ) 

Contract authorizations do not provide the authority to make expenditures; 
hence, they must be followed by an appropriation to liquidate obligations incurred 
pursuant to them. Most contract authorizations appear in annual appropriation 
acts; a few are made by substantive legislation, being combined there with the 
legislative authorization. Contract authorizations are used chiefly where more 
than a year is expected to elapse between the time the obligation is incurred and 
the time expenditures in payment thereof will be necessary. 

For a time, contract authorizations for Navy ship building were indefinite 
in amount, the authorization being stated in terms of tonnage, number of ships 
of a given type, or some other factor. However, no new contract authorizations 
for ship building have been stated in such terms in recent years. 

Contract authorizations may be subdivided as follows: 

(a) Current contract authorizations—enacted currently by Congress, 
usually in appropriation acts: These are usually definite in amount. 
(Example: Establishment of air-navigation facilities, Civil Aeronautics Ad- 
ministration, Commerce, 1951.) However, at times recently the contract 
authorizations for certain construction purposes have contained an escalator 
provision, providing that the basic authorization may be increased in an 
indefinite amount equal to the rise in construction prices after the authoriza- 
tion is enacted. (Example: Construction and Equipment, Storeroom, etc., 
St. Elizabeth's Hospital, 1949.) 

(b) Permanent contract authorizations—found in substantive law: Some 
provide for specified amounts to become available for obligation purposes 
for a limited number of years. (Examples: Federal aid, postwar highways, 
Commerce; and slum clearance and urban redevelopment, Housing and 
Home Finance Agency.) Others provide for renewal each year with no time 
limit. (Example: The contract authorization for beginning certain work 
in Alaska prior to July 1 each year under the appropriation for health, 
education, and welfare services, Bureau of Indian Affairs, Interior.) 

5. Appropriations to liquidate contract authorizations.—Appropriations to per- 
mit the payment of obligations incurred under previously granted contract 
authorizations are called appropriations to liquidate contract authorizations. 
Such appropriations appear in appropriation acts, and are often included in 
the same paragraph as an ordinary current appropriation. They are authoriza- 
tions to make expenditures only, and are not authority to incur additional 
obligations. (Example: Hstablishment of air navigation facilities, Civil Aero- 
nautics Administration, Commerce, 1952.) 

6. Authorizations to expend from public debt receipts.—In lieu of appropria- 
tions, the law in some cases authorizes obligations and expenditures to be made 
specifically from money which the Treasury is directed to borrow. These are 
called authorizations to expend from public debt receipts. Spending under such 
authorizations has the same effect on budget totals and on the deficit as does 
the spending of money which has been directly appropriated. These authoriza- 
tions may be found both in appropriation acts and in other laws. They have been 
used particularly where the money is used for loans or recoverable expenditures, 
usually through a business enterprise of the Government (such as a Government 
corporation). (Example: Loans, ete., Defense Production Act.) 

(In the case of Government-owned corporations the budget programs are 
reviewed annually by Congress and provis‘on is customarily made in the appro- 
priation act for the corporations to carry out their programs in the ensuing year. 
This is true of corporations which use authorizations to expend public-debt 
receipts as well as other Government-owned corporations. ) 

Sometimes an act of Congress directs the cancellation of notes of a Government 
enterprise to the Treasury. If the cancellation restores a given amount to the 
enterprise’s borrowing authority, it is in effect a variety of this type of authoriza- 
tion, since it makes it possible for new obligations and expenditures to be made 
in that amount from public-debt receipts. (Example: Restoration of capital of 
the Commodity Credit Corporation by cancellation of notes.) 
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7. Reappropriations.—In some cases part or all of the unobligated balance of a 
prior 1-year or multiple-year appropriation is continued available for obligation 
and expenditure after it would otherwise expire. Such actions are called reappro- 
priations. They are usually enacted in appropriation acts, but sometimes occur 
in other laws. They may be definite or indefinite in amount. (Example: 
Expenses, Commission on Renovation of Executive Mansion, 1951.) 

8. Reauthorizations of contract authority.—The contract authority described 
in item 4 above, like appropriations, may be 1-year, multiple-year or no-year. 
Occasionally part of a 1-year or multiple-year contract authorization is continued 
available by act of Congress after it would otherwise expire for obligation pur- 
poses. Such cases are called reauthorizations of contract authority. They may 
be definite or indefinite in amount. (Example: Ship construction, maritime 
activities, Commerce, 1951.) 

9. Reauthorizations to erpend from public debt receipts—Authorizations to 
expend from public debt receipts, like appropriations, may be 1-year, multiple- 
year or no-year. Occasionally part of a 1-year or multiple- year reauthorization 
to expend from public debt receipts is continued available by act of Congress 
after it would otherwise expire for obligation purposes. Such cases are called 
reauthorizations to expend from public debt receipts. They may be definite or 
indefinite in amount. (Example: Economic Cooperation; Foreign Assistance, 
1951.) 

COMPUTING THE TOTAL OF BUDGET AUTHORIZATIONS 


New obligational authority.—New obligational authority represents the sum 
total of all authority becoming available during a given fiscal year to incure 
financial obligations on behalf of the Government. This consists of the various 
types of authorizations named above, with the exception of appropriations to 
liquidate contract authorizations (such appropriations do not confer any obliga- 
tional authority). In appropriation bills “appropriations to liquidate contract 
authorizations” are usually lumped with appropriations which convey authority 
to obligate. Here they are eliminated. 

Thus the total obligational authority becoming available for the fiscal year 
1951, under enactments in effect at the time the 1952 Budget was printed, con- 
sisted of the following (numbers refer to the types of authorizations listed 
above): 


1, Ordinary current appropriations__.............._---. = & $64, 081, 469, 027 
2. Annual indefinite appropriations_........_._.. ~~~ ahiewedmiias 646, 399, 761 
OR ES EET an eee 5, 989, 486, 592 
4. Contract authorizations: 

i ry aS 2, 456, 245, 000 

EE IE PLOT LE a 629, 000, 000 
6. Authorizations to expend from public debt receipts._._._-~- 1, 833, 698, 457 
p EES AEE SY a 789, 573, 151 
8. Reauthorizations of contract authority__.._.......... ~~~ 103, 214, 141 
9. Reauthorizations to expend from public debt receipts______-_ 6, 282, 000 

y EE SE EN ee ae OMCs a UR LEER: Ree ce RENEE 76, 535, 368, 129 


New authorizations for erpenditure——New authorizations for expenditure repre- 
sent the sum total of new authorizations to make payments, becoming available 
during a given fiscal year. This excludes two types of items (contract authoriza- 
tions and reauthorizations thereof) included in the total of new obligational 
authority, while it includes one other item (appropriations to liquidate contract 
authorizations) not included in new obligational authority. 

Thus, the total new authorizations for expenditure becoming available for the 
fiscal year 1951, under enactments made at the time the 1952 Budget was printed, 
were as follows (numbers refer to the types of authorizations listed above) : 


1. Ordinary current appropriations___.............--.-__---- $64, 081, 469, 027 
2. Annual indefinite appropriations__.............-....-.-_-- 646, 399, 761 
nn ee a Ca ee 5, 989, 486, 592 
5. Appropriations to liquidate contract authorizations_______- 4, 369, 585, 508 
6. Authorizations to expend from public debt receipts_______- 1, 833, 698, 457 
ie EERE ies TFS EE Be es SS SS 789, 573, 151 
9. Reauthoribations to expend from public debt receipts_____- 6, 282, 000 


eo cll th cacctes tonics uct ehh tecetn teaciembiap aguiniilemleanedpaaaseatbeadahivedodmaseaas 77, 716, 494, 496 








48 ANNUAL CONTROL OF THE FEDERAL BUDGET 


NOTES 


I. Use of collections.—In some cases collections are made available for obliga- 
tion and expenditure by provisions, either of permanent law or of appropriation 
acts, that they shall be credited to revolving and business enterprise funds or 
treated as reimbursements to general fund appropriations. In such cases the 
collections are treated as credits to expenditures, so that expenditures are stated 
in the budget net of the collections received. Where expenditures are thus 
netted, the collections are not treated as budget authorizations. 

Similarly, there are a very few cases where a wholly owned Government 
corporation is authorized by law to borrow from the public. Such borrowing 
is supplementary to the budget authorizations described above. 

Net expenditures of a business enterprise or revolving fund in any year come 
either from one of the types of budget authorizations named above, from balances 
of collections credited to the fund in prior years, or from direct borrowing 
from the public. 

Il. “Federal funds” as distinguished from “Trust and deposit funds.”’—The 
budget distinguishes two main groups of funds: 

“Federal funds”, which are those owned by the Government. They may 
be subdivided into the general fund, special funds, and revolving and busi- 
ness enterprise funds. (The types of authorizations described above could 
also be reclassified by types of funds.) 

“Trust and deposit funds”, which are those held by the Government as 
trustee or banker. 

The discussion of “budget authorizations” and the figures used above refer 
to authorizations for the use of Federal funds, including contributions from 
Federal funds to the trust funds. The discussion and figures above exclude 
authorizations to use the regular receipts of the trust funds and deposit funds. 
Although trust and deposit funds are printed in the budget documents, they are 
not included in the conventional “budget” totals. 

III. Balances of prior authorizations.—In addition to the authorizations be- 
coming avaiiable in any given year, balances of prior year authorizations are 
brought forward into the year. As explained in item one above and mentioned 
under some of the other items, appropriations and most other authorizations can 
have varying periods of availability for obligation, and virtually all budget au- 
thorizations are available for expenditure beyond the end of the year in which 
they first become available. 

Therefore, there may be balances at the beginning of each year of the various 
types of authorizations named above. These balances may be redivided in 
turn into three principal groups: 

Obligated balances: The portion of authorizations previously made which 
have been obligated, but not yet expended. Except for obligated balances 
of contract authorizations (which must later be appropriated for), the 
obligated balances at the beginning of a year are sources of potential ex- 
penditures in addition to the new authorizations for expenditure for that 
year. 

Unobligated balances of expired accounts: These are balances of 1-year 
or multiple-year authorizations which have expired, and which are not 
obligated. They remain available ordinarily for 2 years after the time 
that the account expires, but can be used solely for adjustments in obliga- 
tions which may become necessary at the time payments are made. (Such 
adjustments are required at times because it is impossible to estimate to 
the exact cent at the time the obligation is incurred the amount that will 
ultimately be required to pay for what is received and billed.) 

Unobligated balances of unexpired accounts: These are the balances in 
no-year authorizations and in multiple-year authorizations which have not 
yet expired, available for the incurring of further obligations. These bal- 
ances provide obligational authority in addition to the new obligational 
authority described earlier in this memorandum. 


SEPTEMBER 25, 1951. 

The Caarrman. Thank you very much, Mr. Staats. 

Unless there is objection on the part of the committee, it would 
seem proper to allow Mr. Magill an opportunity to reply to the criti- 
cism of the “clean slate” idea, for the purpose of the record. 
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I would like to ask Mr. Staats, would you project expenditures, in 
view of the situation as it now stands, for fiscal 1953, 1954, and 1955 
total expenditures ? 

Mr. Sraats. Mr. Chairman, the last official estimates that we have 
for those fiscal years was the information presented to the Senate 
Finance Committee on June 29. At that time the estimate for fiscal 
vear 1952 was 68.4 billion dollars. ~The estimate that we prepared 
for the committee for the fiscal year 1953, based upon our present 
best judgment on military procurement, was between 80 and 90 billion 
dollars, with a probable figure of 85 billion dollars. We estimate for 
the fiscal year 1954—assuming that there is no increase in the size 
of the Armed Forces and the international situation does not worsen— 
that we will begin to scale down to a continuing level, at which we 
would reach about 65 billion dollars—in the fiscal year 1955. We 
therefore estimated with the committee staff that the probable figure 
for fiscal year 1954 would be around 75 billion dollars. 

I would like to say this, though, in connection with these estimates, 
Mr. Chairman, that the situation is constantly changing. There have 
been changes made by the Congress since June, both increases and 
decreases, and there have been some changes in the totals of military 
procurement. I think probably about all we can say at this time is 
that the estimate for the fiscal year 1952, we believe, will be at least 
68.4 billion dollars. I think the indications are, from discussions with 
both the Office of Defense Mobilization and the Department of De- 
fense, that that will be a minimum figure rather than a high figure. 

The Cuarrman. In 1953 you did not include an increase in the 
Armed Forces such as is incorporated in the appropriation bill ? 

Mr. Sraats. No, sir; I haven't taken that into account. 

The Cuarrman. Then it is likely to exceed the 90 billion? 

Mr. Sraats. We would not want to change the 80- to 90-billion- 
dollar range until we studied the matter a little more thoroughly. 

sut I think that that would be possible. 

The CuHarrmMan. It might increase the 1954? 

Mr. Sraats. The 5 billion dollars would of course affect the fiscal 
years 1953 and 1954. 

The Cuarman. After expenditure momentum builds up, it is very 
hard to reduce it. We have found that out in the past. 

Mr. Sraats. Certainly the pressure is going to be for it. 

The Cuarrmman. And if you continue the expenditures on the basis 
of 1953 and do not enact any other tax bill after the one that is now 
being considered the deficit is going to run 15 to 20 billion. 

Mr. Sraats. That would be quite possible. 

The Cratrman. I would like to ask what is the result of action 
Congress has taken in regard to the President’s budget estimates for 
1952. Have we increased or decreased expenditures / 

Mr. Sraats. We are in the process now of attempting to make an 
analysis of that. We don’t have it completed as yet, since the action 
on the appropriation bills is not completed. Some major appropria- 
tion bills are still under consideration. To date, there have been some 
increases as well as decreases. There was an item the other day on 
veterans’ pensions. That is a small item for fiscal year 1952, but it 
is on the plus side. There have been many adjustments on the down 
side as well. We don’t have at this time any figures as to the effect 
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of congressional action on the 1952 budget. And as I said, the 1952 
estimate we supplied in last June we still feel is a minimum figure 
for 1952. 

The Cuamman. Mr. Doughton, have you any questions? 

Representative Dovcutron. I don’t know that I have any questions. 
But I was very much interested in the statement of the Assistant 
Director. 

I would like to call attention to the last sentence on page 9. I 
would like to have you explain for my benefit a little more fully what 
is meant by this sentence: 

It is most important that these be well-informed judgments, consistent with 
one another and with the general military, fiscal, and economic situation. 


Just what does that mean ? 

Mr. Sraars. Mr. Doughton, what we are referring to there is the 
coordination of the information that we feel both the President and 
the Congress should have in reaching a conclusion in respect to a given 
expenditure. For example, in a matter such as defense we have to 
look not only at the items in the Department of Defense budget but 
also at the materials that will be needed for defense production. 
Electric power is a case in point. We have a power shortage at the 
present time, and we have to look at the power program of the Govern- 
ment along with the military procurement program. Information 
from the Bureau of Mines in the Department of Interior also has to be 
related to the items of material in the defense budget. That is what 
we had in mind. 

Representative Doveuron. What do you mean by “these judg- 
ments?” In relation to Congress? 

Mr. Sraars. The interrelation of different programs to each other. 
That is what we had in mind in that sentence. 

Representative Doueuton. It says: “With one another and with the 
general military, fiscal, and economic situation.” 

Mr. Sraats. Yes. 

Representative Dovenron. You say above that: “The operations 
must be watched to see that they are managed carefully and com- 
petently.”. By whom do you mean they should be watched? Whose 
responsibility is it to do the watching? 

Mr. Sraats. We feel that the responsibility there rests not only 
with the agency heads—that is, in.terms of excess personnel and waste- 
ful practices—but with the Bureau of the Budget and the committees 
of the Congress and the General Accounting Office. We ought to 
run these programs at a minimum cost in terms of personnel and 
supplies and equipment and things of that kind. 

Representative Dovucuron. If it is watched by these different 
agencies, then isn’t it difficult to get reconciled and harmonized the 
different views of those who do the watching? I am just wondering 
how that would be worked out effectively. 

Mr. Sraats. We feel that a good deal of this can be done through 
the budget review that the Bureau of the Budget exercises, and a 
good deal of it can be done by various committees of Congress such 
us the expenditure committees, the appropriations committees, and 
others. 

Representative Doucutron. In other words you are placing a heavy 
responsibility on the Congress; is that what that means? 
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Mr. Staats. Yes. We feel that that is something that the Budget 
Bureau and the Congress have to work together on. 

Representative Doventon. The budget can only recommend, cannot 
act, cannot obligate ¢ 

Mr. Sraats. Yes; that is right. In terms of the practices of the 
agencies there is a good deal that we can do in the way of administra- 
tion, and in terms of reduci ing excess personnel, and things of that 
kind. That is generally what we had in mind. 

Representative Dovenron. Of page 5 of your statement you say: 
“The Bureau of the Budget is in full agreement with the proposition 
that all programs be subject to a continuing and senaehbend review 
by the Congress.” Now just for information, when the budget makes 
its recommendation and the President comments on the recommenda- 
tion he submits through the budget, is there any way that the recom- 
mendations can be reduced at all? Doesn’t that put the Congress 
and the administration of the budget at kind of a disadvantage, 
since the President has already said that he has scrutinized the 
budget as carefully as possible and does not see anywhere any re- 
ductions can be made—doesn’t it put the Congress in a rather em- 
barrassing situation up against the direct opinion and recommenda- 
tions of the administration ! 

Mr. Sraats. I would like to say in response that I think we have 
got to keep working for a reduction of expenditures and waste 
wherever we can find it. That is about the only answer I know. 

Representative Doucuron. Congress does sometimes authorize ex- 
penditures that the budget does not recommend; is that right? 

Mr. Sraats. That is correct. 

Representative Doucuton. Is that what you have in mind? 

Mr. Staats. What I have in mind there is that the budget and the 
agencies of Congress have got to work together and try and find 
these cases where we can reduce. 

Representative Doventon. They should work together, but how to 
get them to work together is our problem. 

Mr. Sraats. That is the difficult problem. 

The CHarrmMan. Judge Kerr? 

Representative Kerr. Even though you made some criticism of 
the Bureau of the Budget in your statement, you are bound to concede 
that the Bureau of the Budget is a necessary agency in the adminis- 
tration of affairs of this Nation, are you not? 

Mr. Sraars. I certainly think so. Even after the experience we 
have had over some 30 years in the operation of the Budget and Ac- 
counting Act we can still find ways to improve. But in looking back 
over that period of time we can see that it was a very wise move to 
set up both the General Accounting Office and the Bureau of the 
Budget in the statute of 1921. 

The CHatrmMan. Mr. Reed? 

Representative Rrep. Well, I enjoyed your statement. It presents 
a picture that I am not too familiar with—I may be entirely in error 
and it may be my fault—that there should be a closer coordination 
between the Ways and Means Committee and the Appropriations 
Committee. All we can do is to try to find the money. We have no 
real opportunity—and I can be corrected if I am wrong—to plan 
very much, for unless we can get some idea of how large appropriations 
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the Congress and the Senate are going to make we are just in the dark. 
It does seem to me that there could be a much closer coordination 
than we have at the present time. 

What would you say about that from your point of view ¢ 

Mr, Sraats. Well, actually I think there have been some develop- 
ments in that respect in the last two tax bills, particularly the current 
tax bill. I believe both the Ways and Means Committee and the 
Finance Committee have gone into the question of expenditures to a 
much greater degree than I understand they have in the past. As for 
the information with respect to the budget, the Bureau of the Budget 
is only too happy to provide whatever help and assistance we can to 
both the Ways and Means Committee and the Appropriations 
Committee. 

Representative Rerp. I realize that, but after all the Ways and 
Means Committee over a period of years has been pretty much in the 
dark. The committee just starts out, and it is largely a matter of 
guess work as to how much it can tax this source or that source to try 
to reduce a deficit or balance the budget. It has not succeeded 
very well. 

Mr. Sraats. Along that line, Mr. Reed, one of the points we at- 
tempted to bring out in this statement is this: From the standpoint of 
revenues, it isn’t only the current fiscal year problem that should be 
of concern, but it is in terms of what the outlook is next year, the year 
after that, 2 or 3 or 4 years in advance. That information is hard 
to develop, but we have to operate on that basis, because we feel that 
the revenue committees are not only entitled to but must have that 
kind of information. 

Representative Reep. That is all. 

The Cuarrman. I failed to ask Mr. Staats the estimated deficit for 
the current fiscal year. I understand that the expenditures are being 
speeded up a little more than you first anticipated. Assuming that the 
tax bill as it is now is passed, have you made an estimate of the deficit 
for this current year, 1952? 

Mr. Staats. Yes. The deficit I believe we estimated in late June. 

The CHatmman. Have you taken into consideration the present 
tax bill that is pending? 

Mr. Sraats. The estimate we provided in June did take into account 
the tax bill on the basis at that time of the House action. The Senate 
of course was considering the bill at that time. 

The Cuarmman. Did you take into consideration accelerated spend- 
ing that seems to be occurring with respect to defense spending ? 

Mr. Sraars. The spending of the Department of Defense has ac- 
celerated somewhat beyond the estimates that we provided at the end 
of June. Our estimate was a conservative estimate at that time, and 
it looks as if it was on the low side. 

The Cuarrman. If you haven't got it here you might furnish it for 
the record. 

Mr. Sraats. The estimate of revenues at that time was 58.5 billion 
dollars, and the expenditure was 68.4 billion dollars for fiscal year 
1952. 

The Cuatrman. You have given the expenditures now at 68.4? 

Mr. Sraats. That did not take into account the effect of the tax 
bill on fiseal 1952. You would have to add that to the revenues esti- 
mated. 
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The Cuamman. There would be a substantial deficit for this year ¢ 

Mr. Sraats. Yes, sir. 

The Cuamman. Mr. Cooper? 

Representative Coorrr. Mr. Chairman, I desire to congratulate Mr. 
Staats on this splendid and very helpful statement submitted here. 

I would like to inquire briefly for information: As I recall the 
budget submitted in January for fiscal year 1952, it was 71.6 billion. 

Mr. Sraats. That’s right. Those were estimated expenditures. 

Representative Cooper. Yes, expenditures. And the estimated reve- 
nue for fiseal 1952 was 60.9 billion. And that would leave a deficit of 
10.9 billion dollars. Is that about accurate ¢ 

Mr. Staats. That is approximate. That was the revised estimate, 
Mr. Cooper. The original bydget submitted last January contem- 
plated receipts at 55.1 and expenditures at 71.6. 

Representative Coorrer. Well, as I recall, that’s about the picture 
that was presented by the Secretary of the Treasury at the time he 
appeared before the Ways and Means Committee. 

Mr. Sraars. At the time he appeared before the Ways and Means 
Committee I think he was still using the January estimates. 

Representative Coorrer. That’s my recollection of the situation at 
that time. 

Mr. Sraats. We submitted revised figures at the end of June to 
the Senate Finance Committee. 

Representative Cooper. The Secretary of the Treasury’s appearance 
before the Ways and Means Committee was considerably before June ¢ 

Mr. Sraats. Yes. 

Representative Coorrr. At any rate that was about the deficit figure 
that we worked on during the consideration of the tax bill in the 
Ways and Means Committee. Now the tax bill as passed by the House 
was estimated to yield about 7.2 bilhon dollars. Now your general 
estimate of the budget for fiscal year 1952 you say, as estimated in 
June of 1951 in a report to the Senate Finance Committee, was 68.4 

Mr. Sraats. Yes, sir; that’s right. 

Representative Coorer. The 68.4 would compare with the 71.6 esti- 
mate of January ¢ 

Mr. Staats. Yes. 

Representative Coorrr. That would mean, then, the latest estimate 
of expenditures would be 3.2 billion less than the January estimate ¢ 

Mr. Sraats. That is right. 

Representative Coorrer. So then the House tax bill estimated to 
vield 7.2 billion, and considering the 3.2 billion reduction in the esti- 
mated expenditures as of June, 1951, would result in a substantial 
balance for the budget ? 

Mr. Sraars. No: that is not correct. You see, the budget deficit 
estimated in January was about 16.5 billion dollars. The June esti- 
mate reduced the expenditures forecast by 3.2. 

Representative Coorer. That’s right. 

Mr. Sraats. There is some increase in the receipts estimates pre- 
sented by the Secretary of the Treasury at that time, about 3 billion 
dollars. So that the total change in the budget deficit between January 
and the end of June, was about 6.2 billion dollars. So the deficit situ- 
ation is reduced approximately from 16% to about 10 billion dollars. 

Mr. Lawton. To clarify that a little, that 6.2 billion is on a collee- 
tions basis. 
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Representative Coorgr. Yes, 

What was your budget estimate in late June 1951? 

Mr. Sraats. The deficit was estimated at $9.9 billion. That does 
not allow for any additional revenues which would be derived in fiscal 
1952 from the new tax bill. 

Representative Coorrer. All right. Then if the tax bill as passed 
by the House has an estimated yield of 7.2, that would mean a deficit 
of 2.7% 

Mr. Sraats. That 7.2 would not all be coming in in this fiscal 1952. 

Representative Coorer. I understand. It is on an annual basis. 

Mr. Sraats. Yes. Now the amount that would come in in fiscal 
1952 would depend on the effective date for the increase, and also when 
the bill is finally enacted. We can’t give any estimate on what that 
would mean in new revenue in the current fiscal year. 

Representative Coorer. And of course you can’t tell when the bill 
will be finally enacted. 

Mr. Sraats. That’s right. 

The Cuarrman. Anything further? 

Representative Coorrr. That is all. 

The Cuarrman. Mr. Taber? 

Representative Taner. I am only going to project two thoughts. 
One of them is my own, and the other I have cribbed from Chairman 
Cannon of the House Appropriations Committee. 

The first one is that I think the Congress would have a much better 
noe of the situation we are facing if the Treasury could make a 

ittle reform in its Daily Treasury Statement. You go down through 
it and you see “expenditures,” maybe with a note A or B. And that 
note, when you look down at the bottom, may mean on your expendi- 
ture column excess of receipts. Now if the Treasury would show the 
receipts from any agency like the Commodity Credit or the RFC 
separately from the expenditures it would help us to get a better 
picture of the actual operations of the Government. 

In connection with that Treasury statement it would also help if we 
could come nearer to getting a current picture and if the receipts and 
disbursements were not so far behind the date that the statement is 
issued. 

Those are my own ideas. 

The other one is Mr. Cannon’s. And he has suggested that we make 
a rule that no arrangements shall be made for embarking upon a new 
project unless the entire cost is appropriated. That in a great many 
ways would be salutory, because it would give the Congress an exact 
picture of what it is to do and make it realize the enormity of the 
project that is embarked upon. I know we made an appropriation 
for the Garrison project up in North Dakota, and I think there was 
something like $3 million to start on. And the over-all cost of that 
project is $250 million anyway. And likewise the McNary Dam. 
If we knew at first what the thing was going to cost perhaps there 
would be more realization on the part of the Congress as to what it 
was actually doing. Some of these other things would be affected the 
same way. I know in the Eightieth Congress I went after the Treas- 
ury on its Daily Statement, and at that time we reduced—the pressure 
reduced the time from 90 days’ average reporting of expenditures to 
30 days. But I am afraid it has slipped in the last couple of years 
and is getting back into its old ways. 
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I don’t think I have anything else to suggest at this time. I really 
think that the only way you can stop excessive expenditures for any- 
thing—armed services or foreign relief or other activities—is to have 
the picture presented as large as it is rather than in small doses, and 
in that way give us an opportunity to bring home to the public the 
enormity of the large expenditure propositions. 

I think that is all I care to say at this time. 

The Caarmman. Thank you, Mr. Taber. I think there is a great 
deal of force in what you have said. 

Senator Butler? 

Senator Burter. Mr. Chairman, I am sure that the statements that 
have been made before this committee indicate a lack of coordination 
between the executive and the legislative branches in planning their 
expenditures or budget. And I think that the work that you are doin 
here in this committee is going to tend to improve that situation. T 
am attaching no blame to either party, but I would say I think most 
of the responsibility lies on the legislative side of the Government. 
So I am delighted to see the committee take up these hearings and go 
through with them. And I hope the publication of the hearings will 
accomplish the purpose for which they have been instituted. 

The CHarrMan. Thank you, Senator Butler. 

Mr. Graham ? 

Mr. Granam. Mr. Chairman, I have no questions to ask Mr. Staats, 
but I would like to say that he has made a very clear and forceful 
presentation here. And as a member of the executive branch I am 
delighted to hear you say that you feel certain the Bureau of the 
Budget has been very cooperative. And I hope if you call on us you 
can say the same about us at a later date in the Treasury. 

The Cuamman. Mr. Lawton? 

Mr. Lawron. I have no questions. 

The Cuarrman, It isn’t often that the Director of the Budget has 
an opportunity to question his assistant on the witness stand. I 
had thought you might question him. 

Mr. Lawron. No, sir. 

Representative Doucuton. Isn’t it much easier to recommend the 
expenditure of money and authorize the expenditure of money and 
appropriate money for expenditure than it is for Congress to find the 
money to pay the bills? We should keep in mind all the time when 
authorizing and appropriating how we are going to raise the money 
to pay the bills. And if we don’t raise the money to pay the bills the 
economy of the country will be affected more by not paying the bills 
than it would if we didn’t make the appropriations. I would like to 
have you comment on that. 

Mr. Sraats. I think one of the considerations brought out in our 
statement is the importance of writing into the budget, and being sure 
that everybody understands it, just what the cost of these programs 
is going to be in subsequent fiscal years, for prec isely the reasons that 
you have pointed out. In other words, we are going into fiscal year 
1953 with expenditures at about $85 billion, a carry-over from appro- 
wriations made in fiscal years 1950, 1951, and 1952. It ought to be 
fully understood when making such appropriations just what is in- 
volved as to expenditures for the next year and the year after that and 
the year after that. 
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Representative Doucutron. We see what is going on in the House 
and in the Senate, the difficulty that we are having in finding addi- 
tional revenue over and above what present taxes will produce that 
will anything like approach paying the bills that it is evident Congress 
is going to incur. We see now the way our committee and the House 
is struggling and the other body is struggling with this problem. 
And it seems to me that in recommending and authorizing an appro- 
priation we ought to keep carefully in mind how we are going to pay 
these bills, and keep in mind what will happen to the economy of the 
country if we don’t pay them. I think that is a subject for us all to 
think about more seriously than we have. 

The Cuamman. I would like to say to the members of the commit- 
tee that this committee has no authority to propose the legislation. 
But the chairman has prepared an amendment that could be offered to 
a pending bill, and the committee is asked to consider it with such 
changes as they deem proper. 

I have distributed copies of the amendment. It provides this: 
That when the next budget is submitted, if that budget is not balanced, 
the President should submit to Congress alternate budgets which 
would balance, indicating reductions which would be required, limited 
first to domestic civilian expenses, second to a combination of domestic 
civilian expenditures and foreign-aid expenditures, and, third, ex- 
penditures for any purposes, including expenditures for military pur- 
poses. The amendment would provide further that in connection 
with these alternate budgets the President would indicate the statu- 
tory law that would have to be amended, modified, or repealed in order 
to accomplish such reductions. A similar amendment was made by 
the Finance Committee in August 1941. 

It does seem that while this is a stopgap and is only for 1 year it 
would be very important information for the Congress to consider, the 
alternate budgets submitted by the President in the event that the 
budget estimate is not a balanced budget. 

I submit that to the committee for such action as it may deem 
proper. Certainly no harm could result from it. The idea is that if 
the President submits a budget that is out of balance, then he submits 
other budgets in alternative ways that are in balance. Congress can 
then decide from the President’s budget what is the best way to balance 
it by cutting out certain appropriations, It is entirely a question of 
the President submitting the data. It has nothing to do with the 
action Congress may take on appropriations, but it does seem to me 
that it would give Congress some very valuable information in decid- 
ing which appropriations to make. 

Representative Dovuauron. Maybe he will suggest something that 
the Congress won't do. 

The Cuarrman. Maybe he will. But it isn’t a question of the Pres- 
ident reducing the expenditures after they are once authorized; it is 
just a question of him presenting these alternative plans which would 
give information to Congress as to where they could consider cutting. 

Representative Taser. Mr. Chairman, this proposition of three al- 
ternatives doesn’t appeal to me, frankly. I would think if you are go- 
ing to have an alternative he should submit one alternative. 

The Crarrman. Well, I think probably that is a very sensible 


suggestion. 
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Representative Taner. Because if you have three you get everything 
all tossed up in the air, and it wouldn’t be of any value at all, I am 
afraid. 

The Cuaiman. This was merely prepared for the consideration of 
the committee. 

Representative Cooper. Mr. Chairman, doesn’t that indicate that 
we ought to perhaps go into the thing a little more carefully? None 
of us—at least I never saw this until just this minute and I didn’t 
even have a chance to read it. 

Now we are going to have to go to the floor of the House. 

The Cuarrman. We can consider it at the next meeting. 

Thank you very much, gentlemen. We will adjourn. 

(Whereupon, at 11:50 a. m., the committee adjourned. ) 

(The following additional statement was submitted by Hon. Ros- 
well P. Magill in accordance with approval by the committee on Sep- 
tember 26 (see p. 48): ) 





ADDITIONAL STATEMENT TO THE JOINT COMMITTEE ON REDUCTION OF NONESSENTIAL 
FEDERAL EXPENDITURES, By RoswkLL MAGILL 


Your kind invitation to place in the record my observations on the statements 
of the Comptroller General and of Mr. Staats of the Bureau of the Budget at 
your meeting of September 26 is appreciated. I am happy to observe that 
both Mr. Warren and Mr. Staats are in substantial agreement with me in 
recognizing that there exists a major problem in the inability of Congress to 
exercise annual control through the appropriation process. As Mr. Staats 
States : 

“The main problem is that the operations of the Government are on so large 
a scale, so varied in content, so widespread geographically, that the committees 
cannot hope to achieve in any one year a full and complete examination of 
every proposal for new obligational authority. Similarly, the Congress as a 
whole and its legislative committees are so preoccupied with current needs 
and problems that there is no possibility of an annual reevaluation of all the 
basic legislation that has been enacted over the last 160 years to establish 
Government programs, services, and commitments.” 

At another point, in discussing river and harbor and flood-control projects, 
Mr. Staats says: 

“Yet some of these authorizations were made as long ago as 1936 or even 
earlier, and it seems quite probable that if the present Congress could undertake 
to express an affirmative Judgment now about every item, it would come out with 
a somewhat different list. Until Congress can make such a review, all the out- 
standing project approvals have the force of law.” 

Mr. Staats emphasizes that the Budget Bureau has again and again stressed 
the fact that within any budget year a large part of the estimated expenditures 
for that year are subject to little or no discretionary action by the Appropria- 
tions Committees. He refers to the fact that only $23 billion of the $71 billion 
of proposed expenditures for 1952 will be in the “relatively controllable area.” 
Mr. Staats also points out that the figures submitted by the Bureau of the 
Budget to your committee earlier in the year are in general agreement with 
those submitted with my statement. 

Similarly, Comptroller General Warren cites several areas in which the Con- 
gress has no real control over the spending activities of the agencies. He 
reiterates his support of his earlier recommendation for amendment to the 
law to give the Congress more adequate budgetary control over the RFC and 
other Government corporations. 

The Comptroller General is to be commended also for his statement that the 
time has come for Congress to reexamine grants to executive officers of final 
and conclusive authority in their spending actions, to reevaluate them, and to 
determine “whether some or all of them should not be repealed absolutely or 
greatly modified.” 

Comments on humerous occasions by members of the Appropriations Com- 
mittees of the Congress show clearly the inadequacy of present annual control 
of expenditures. An example appears in the report of the House Appropriations 
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Committee on the Labor-Federal Security appropriation bill for 1952 on April 
13, 1951. The committee said: 

“It is next to impossible to show substantially greater savings in this bill 
because of the large amounts over which the committee has virtually no control. 
The one item for public assistance grants is 61 percent of the total shown in 
the table above; basic control of that appropriation is in the formula of the 
Social Security Act requiring the Government to match State expenditures.” 

The House Appropriations Committee is clearly of the opinion that it has no 
real control over activities of the Government corporations, as shown by its 
report on the supplemental appropriation bill for 1952, as presented by Chair- 
man Cannon to the House on August 17, 1951. The committee, in advocating a 
strengthening of its control over the Reconstruction Fnance Corporation, said: 

“The committee supports the view of the Comptroller General and the Hoover 
Commission task force on Federal lending that the capital fund and lending 
authority should be terminated by the Congress and the Corporation financed 
by a revolving fund made available through appropriations. This would defi- 
nitely put all of the Corporation’s lending programs under the scrutiny of the 
Appropriations Committees of both Houses of the Congress, and would place 
the Corporation’s activities more directly under the control of the Congress 
than they are at the present time.” 

Thus, there seems to be substantial agreement on the thesis which I presented ; 
namely, that Congress has lost annual control of expenditures through the ap- 
propriation process. My statement was not directed to the question of basic 
congressional power to control expenditures but rather to an examination of 
where Congress has surrendered this power. I am in full agreement with Mr. 
Staats and with Comptroller Warren, that Congress as a whole has the power 
to review annually each item in the budget and to suspend or eliminate pro- 
grams. But, as Mr. Warren says: 

“During the past 10 or 15 years a great deal of legislation has been passed 
which, bit by bit, has had the effect of leaving executive agencies free to do 
what they will in their spending actions.” 

Thus, we can proceed from a common point of view that a major problem 
exists. Different people have suggested, and will suggest, different methods 
of dealing with this problem. The important point is to get expenditures under 
control, and in particular to require a budget of expenditures that falls within 
the budget of estimated receipts. 

The specific criticism of my “clean-slate” proposals seem to arise from mis- 
interpretations of what I said. Mr. Staats has drawn some erroneous inferences 
as to what my statement before this committee “implied,” and has directed his 
arguments against these “implications.” Naturally, there was no intention that 
all operations of the Government should stop, leading to, to use Mr. Staats’ words, 
“a multitude of claims, lawsuits, and extra costs.” Certainly it is a rather ten- 
uous inference for Mr. Staats to assume that the Committee on Federal Tax 
Policy, in making its “clean-slate” proposal, intended “to halt the mails, leave 
patients in hospitals unattended and unfed, take the guards out of our prisons, 
ground the airlines, leave our coasts and borders unpatrolled, or withdraw the 
fire fighters from our forests.” 

Nothing of this sort was in the minds of the members of the Committee on 
Federal Tax Poliey. Our proposal was that Congress, before considering appro- 
priations for the coming fiscal year, suspend for that fiscal year all existing 
authorizations, and before the commencement of the year, restore only such of the 
authorizations as it may deem desirable. This action would not involve the 
cessation of any program until it had been thoroughly considered by Congress 
and deliberately chosen as one of the programs to be curtailed or eliminated. 
Furthermore, under the proposal, the preparation of the revised budget would be 
entrusted to the Bureau of the Budget. It was contemplated that the reappraisal 
would take place, and the decisions would be made, before putting into effect the 
new appropriations, and before the opening of the new fiscal year. 

This program is not an easy one. I find that I agree with Mr. Warren’s state- 
ment that this program would be extremely difficult, and that even if an initial 
suspension of present spending programs were approved, “there is no assurance 
that, after going through the ordeal of examination, we would not end up with 
even larger programs.” As I stated in my testimony of September 14: “We do 
not wish to suggest that facilities of control will by themselves be a panacea for 
all our fiscal problems,” and that “all the control in the world can do no good if 
Congress does not want to cut expenditures.” 
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My proposal was criticized as being impractical. However, this criticism only 
emphasizes the need to find ways to accomplish the annual review and control 
that all agree are necessary. The program of improvement in the accounting, 
budgeting, appropriating, and fiscal control procedures, described by Mr. Warren, 
is always important and should be continued. 

Whether or not the committee’s “clean-slate” proposal is the exact one to do 
the job, what we were trying to emphasize in as striking a manner as possible 
was the urgency of a reexamination of all spending authorizations under the 
pressure of today’s needs. I believe that the clean-slate approach is not only 
practical, but is an expeditious way to achieve the desired results. 

Comptroller General Warren put his finger on a crucial point when he re- 
marked, “Once relinquished, congressional power over expenditures is very diffi- 
cult to get back.” The Joint Committee on Reduction of Nonessential Expendi- 
tures is to be highly commended for its consideration of this fundamental problem 
of control over Government spending. 


x 






















